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Speaking of railroa 





EVERYBODY'S TALKING about the exciting 
new things the railroads are doing! Air- 
conditioned, all-room sleepers where you 
have the privacy of home! Glass-top obser- 
vation cars for new sightseeing thrills! Club 


a 





THE DAY IS COMING when you'll see 
‘Roller Freight” wherever you go; it’s 
the next great step in railroading. 


“RollerFreight”—freight cars equipped 
with Timken tapered roller bearings — 
will bring you the things you eat and 
wear and use, faster and in better con- 
dition. With Timken bearings on their 
axles in place of friction bearings, freight 
trains can travel with passenger train 
speed and smoothness. “Hot box” delays 
are eliminated, maintenance time re- 
duced, availability of cars increased 

. Since Timken bearings reduce starting 
resistance 88%, “Roller Freight” gets 
under way smoothly without jars and jolts. 


cars that turn into movie theatres at night! 

And to bring you greater speeds, smoother 
starts,and gliding rides, these new passenger 
cars will roll on modern roller bearings — 
most of them Timken®! 


192097 TRB 


The railroads have already started the 
switch to“ Roller Freight” —from a hand- 
ful of cars for some roads to as many 
as 800 and 1000 cars for others. 


Due to their tapered design, Timken 
bearings take both radial and thrust 
loads. Whether you're building machine 
tools or automobiles, power shovels or 
airplanes, tractors or shop trucks, make 
sure the trade-mark “Timken” is on the 
bearings you use. The Timken Roller 
Bearing Company, Canton 6, Ohio. 


| progress... 


But there’s something even more excitin 


about to happen in modern railroading 


It’s a great new development that will mea 


much to you, to shippers, and to the rail 


roads themselves... 


Cable address: “- TIMROSCO”. Tapered can speed the nation’s freight 


Roller Bearings, Alloy Steels and 
Tubing, Removable Rock Bits. 


COPR. 1949 THE TIMKEN ROLLER BEARING COMPANY 


! ! 
NOT JUST A BALL NOT JUST A ROLLER THE TIMKEN TAPERED ROLLER BEARING TAKES RADIAL @) AND THRUST —-(])— LOADS OR ANY COMBINATION “0 
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Just what is Free Enterprise? 


It has nothing to do with politics nor wealth 
nor class. It is a way of living in which you 
as an individual are important. Little things 
make up this way of living, but think what 
you would lose if you ever surrendered it: 


Free Enterprise is the right to open a gas station or 
grocery store or buy a farm, if you want to be 
your own boss, or change your job if you don’t 
like the man you work for. (Under communism 
you work where you’re told, and you live and 
die bossed by hard-fisted bureaucrats who tell you 
every move you dare make.) 


' free Enterprise is the right to lock your door at night. 
| (In communist countries the dread secret police 
can break it down any time they like.) 


' Free Enterprise is the right to argue. (In communist 
' _ countries you humbly say “Yes” to whatever is 
told you.) 


| Free Enterprise is the right to save money if you 

want, or blow it on a good time if that’s what 
you prefer. (Under communism you'd never have 
the money to do either — back-breaking hours 
earn you only enough to keep alive.) 


| Free Enterprise is looking on a policeman as some- 
one to protect you, on a judge as a friend to help 
you. (In communist countries you had better be 
afraid of all police . . . and.dread all judges 
and courts.) 


Free Enterprise is the right to raise your children as 
you think best. (Under communism the state 
decides what your child shall learn and do, where 
he or she shall go. Respect for parents, and 
family life, are held in contempt.) 


Free Enterprise is the right to speak freely about any- 
thing you wish. (In communist countries you can 
never know whether your best friend or your own 
child is an informer. You are told what opinions 
to have; you’d better not voice any others.) 


Free enterprise has nothing to do with how much 
money you have or don’t have, nor what your job is 
or is not. Free enterprise means the right to be your- 
self instead of some nameless number in a horde 
bossed by a few despots. Free enterprise is the sum 
of many little things— but how miserable you’d be 
if someone stole it from you! 
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News within the News 





BUSINESS DOWNTURN: IS IT HERE?—Signs of the boom’s slackening a bit are all 
to the good, in the opinion of Marriner S. Eccles, who is interviewed by editors 


of U. 


believes some adjustment is needed, sees no sharp decline ahead... 


WHAT CONGRESS WILL DO........ P94 
Life will be changed somewhat for nearly 
everybody after the new Congress gets to 
work. Businessmen face new taxes, a 
changed labor law. Workers will get 
some sort of housing subsidy. Students 
are down for better schools; old people, 
bigger pensions. Here’s a preview of what 
to expect from the 81st Congress. 


TRUMAN'S TIORDLES........<0000000..0082- P. 13 
Harry Truman isn’t in for smooth sailing, 
even with a Democratic Congress. His 
big election victory did not clear away 
his obstacles. Southern bloc, working 
with Republicans, still threatens to snarl 
up a Truman New Deal. 


COST OF ‘FREE’ MEDICINE............ ok: 
This country’s own brand of socialized 
medicine is running into trouble. An off- 
cial survey talks of waste, inefficiency, 
duplication in Government health serv- 
ices. “Free” medical care for all, mean- 
while, is being pushed by U.S. 


‘SOCIALIZED’ BRITONS’ LIFE........ P. 19 
Case histories of business and _profes- 
sional men in socialized Britain show how 
they are faring under the new system. 
Many are better off, some worse off. 
Most, while opposing socialism, are not 
as unhappy about it as they expected. 


TROUBLE IN. SOVIET........000s005s0500 P22 
Stalin’s biggest problem is turning out to 
be discontent and shortages at home. 
Russians still are struggling to get food, 
housing, industrial equipment. 


TELEVISION: MOVIES’ FOE?.......... P. 24 
Problems of the movie industry are grow- 
ing to double-feature size. Fewer and 


S. News & World Report. Mr. Eccles, Federal Reserve Board member, 


saqnnntiasied et 5 aa 
fewer people are going to theaters. Profits 
are down. Movie stars aren’t shining so 
brightly, with employment cut 25 per 
cent. Television is being blamed for part 
of the trouble. 


LAST OF THE GRAY MARKETS......P. 26 
Shortages, gray markets are about gone 
from the U.S. Shoppers now can get al- 
most everything they want, and at lower 
prices. Prices are down on food, shirts, 
lumber, a host of other things. But 
sheet steel, a few makes of cars, and 
leases to apartments still are drawing 
premiums. 


BACKLOG IN PUBLIC WORKSG......P. 32 
There are big jobs ahead for States, coun- 
ties and cities. Roads must be built. More 
schools are needed. Hospitals, public 
buildings, sewers are in the planning 
stage. This is a graphic report on the 
nation’s backlog of public works. 
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1948 was a mighty big year for additions to 
the telephone world. 





Your own particular telephone is more 
valuable today, millions of calls go through 
clearer and quicker, because of the many 
things that have been done to extend and 
improve service. 





You can call more people, and more 


can call you, because nearly 3,000,000 Bell 
telephones were added to the telephone pop- 
ulation — many in your own community. 


Long Distance is faster and there is more 
of it because 1,800,000 miles of new circuits 
were added. A total of $1,500,000,000 was 
invested in new Local and Long Distance 
facilities in 1948. 

We broke all records for the volume of 
new telephone construction, the dollars we 
put into the job and the number of tele- 
phone people on the job 


We're going to keep right on working 
and building in 1949 to make your tele- 
phone service a bigger bargain than ever. 


BELL TELEPHONE SYSTEM 








BITUMINOUS COAL... 


THIS BIG DIPPER 
GETS DOWN TO. EARTH. 


When this huge bucket bites into rock and dirt, it lifts 
away a 30-cubic-yard load—to uncover the rich supply of 
coal that lies near the carth’s surface. For not all coal is mined 
deep underground, as you might suppose. In a single year 
as much as 135,000,000 tons of quality coal has come from 
surface mines like these. 

To uncover this rich supply of home and industrial fuel, 
the progressive coal industry has introduced many revolu- 
tionary machines and methods. Giant shovels—today costing 
as much as $850,000 apiece—are only single items in this new 
phase of mining. And under the ground, as near the surface, 
coal mining represents new strides in mechanization of 
basic American industry . in which a half-billion-dollar 
modernization program over the next three years alone gives 
assurance that American homes and industry will not lack 


for ample supplies of fuel. 


LIGHTS THE WAY. 


. “FUELS THE “FIRES ; 


Mechanization of America’s progressive bi- 
tuminous underground coal mines—in which 
more than 91% of production is mechanically 
cut and 60% is mechanicaliy loaded—is evidence 
of the vast technical skill behind America’s coal 
production records. 

Today's mines themselves—as well as their 
rail and conveyor belt systems, and efficient 
coal treating plants for preparing coal for ship- 
inent—are carefully planned for safety, produc- 
tive efficiency, and maximum conservation of 
coal’s resources. Today coal mining is an in- 
creasingly attractive and satisfying field for 
young men with engineering talent and skill. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D. C. 


.. POWERS THE PROGRESS OF AMERICA 
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These are some things to bear in mind at the start of the year: 

Business is more likely to ease a bit during 1949 than to go on rising. 

If business slows, Government will act to try to speed it up. 

Spending, lending, more subsidies will be the prescription applied. 

A Truman New Deal, like Roosevelt New Deals, is to call for bigger and big- 
ger Government, more Government ventures in more fields at more expense. 

The treng will be for New York, Chicago, London, Paris--other onetime cen- 
ters of power in finance, trade, politics--to be dominated by Washington. 

Trouble, whether in business at home or politics abroad, all has a way of 
reacting on Government in Washington to make it bigger, more powerful, more ac= 
tive in its effort to dominate and to shape the course of events. There is not 
to be any change in that trend that now is foreseeable. 











Just look at the changes that have occurred from the past..... 

Cash to be paid out by the Federal Government in the year ahead is to be 
more than $45,000,000,000. Whole national income in 1939 was $72,500,000,000. 

Supply of dollars in U.S. is more than three times prewar. 

Money supply, henceforth, is to be controlled by Government, not by men in 
private banking. If bankers are considered too lenient with loans, screws are 
applied to tighten up; if bankers are considered too tight, Government is set 
to move in with direct loans of its own. 

Debt, at $250,000,000,000, forces Government to control money. 

Prices, once fairly frée, tend more and more to be dominated. Prices of 
farm products are to continue to be bolstered by Government. Labor prices are 
to be given a higher floor. Big unions are to get more protection from big and 
and growing Government in efforts to hold labor prices firm if times get bad. 

Insurance is to grow, against old age, disability, sickness, unemployment. 

Construction will be more and more influenced by Government policy. Big 
public works, reclamation, river development are ahead. So are subsidies for 
low-rental housing. If building slows, there'll be more loan guarantees. 

Defense is big business at $15,000,000,000 a year. So is foreign aid at 
$7,000,000,000 a year. So are veterans’ benefits at $7,000,000,000. 

It is Government that calls the tune at more and more points. Business 
must watch out in pricing. Antitrust laws are much alive. Businessmen must 














‘watch closely every move of Government--where it is to Spend its dollars: what 


its mood is to be toward inflation; deflation; what the whims of the men who 
are in control of money and credit; what the attitude of officials who can head 
the country toward war or guide it toward peace and maybe lower spending. 


What it all adds up to, in effect, is this: 

Government is to remain a dominant factor in business from now on. 

A long deflation, depression, would cause Government to move far and fast 
to step up spending, put in controls, make credit cheap and easier to get. 

Inflation, as a cure for any troubles, will be favored over deflation. 

Sharp, short setbacks may occur in business in the future, but the long, 
dragging type of depression that prevailed from 1929 into 1933 is very unlikely 
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to be tolerated. Depressions, hereafter, if they occur, will be a signal for 
Government to move in with all kinds of plans to relieve the pain. 
There is to be no escape from big, and growing, Government. 


Congress isn't going to rush to approve Mr. Truman's New Deal, however. 

In 1949, business is likely to be good even if not setting new records each 
month, so that Congress won't be under pressure to hurry things. It will take 
its time on taxes, subsidies, social insurance, public works. 

In 1950, the story may be different. It's then that business could be in 
some trouble if demand for new cars eases, if foreigners buy much less from U.S. 
and try to sell more, if a real start is made on negotiating peace. 

Once things tend to go sour, Congress will jump, but not before. It is 
likely that Mr. Truman's honeymoon this time is to be a very short one. 


Labor-law changes are likely to be less drastic than Mr. Truman wants. 

Tax_ increases, if given, will be designed by Congress, not the President. 

Health insurance is to be studied, but it may not be enacted in 1949. 

St. Lawrence Waterway still has some hurdles to clear. 

Military budget, though, is likely to be held to a $15,000,000,000 level. 
Armed services are expected to run along about as at present. 

Aid for Europe probably is to be whittled by Congress. 




















U.S. is to go on drifting on policy in the explosive world situation. 

China is crossed off, but there's no clear decision on whether it is to be 
all right to do business with the Chinese Communists once they take over. 

Berlin "air lift" apparently is to go on indefinitely, at high cost. 

Lend-lease revival still is talked about. There's a military alliance 
taking shape with countries of Western Europe. But nobody seems quite sure if 
the French, Belgians, Dutch or even the British really would stand in the front 
lines and provide a battlefield if another war should develop. 

Dollars are to go on flowing to Europe. Europe, however, isn't doing the 
things it was expected to do to reduce trade barriers, revive exchange. 

U.S. is doing a lot of things in the world, but doesn't quite know what 
they add up to, or exactly where they come out at the other end, if they do. 








The general U.S. idea is to try to build up Western Europe, including the 
West of Germany, so aS to enjoy more strength in bargaining with Russia. 

Peace talks now, under the U.S. thesis, would give Russia an advantage. 

Peace talks later, if Eurove can get strong, will give an advantage to the 
West. The problem is to balance Russia's power in Europe with a counter. 

Berlin is just an incident in this over-all strategy. It can't be dealt 
with separately without removing one bargaining point in U.S. hands. 

Maybe it will work out all right. Maybe it won't. Nobody knows. 








At home, there isn't a great deal to worry about at the moment. 

Almost everything, except new cars, now is abundant, if high priced. 

Cost of living is down a little notch and probably is going down more. 
Grocery bills definitely are not what they were. If a family shops around, it 
can get a wide range of goods, from clothes to refrigerators, at cut prices. 

A_new_car can be had for immediate delivery if the buyer isn't too set on 
the make he wants, or tre color or model. Most premiums are coming off. 

Unemployment is showing in spots. Yet it is not serious. Workers can find 
jobs if willing to go into tvpes of.work that don't pay quite as much or that 
do not seem as attractive otherwise. Domestic help remains very scarce. 

Shorter hours _of work are appearing in a number of industries. The result 
is less take-home pay for some workers, but jobs are spread that way. 

It does seem that the edge is off the boom and that trends soon will be 
down moderately unless Government pulls another rabbit from its hat. 














(No part ot thts or any other page may be reproduced without written permission) U. S. NEWS & WORLD REPORT 

















“1 go Pullman for comfort. Air 
. deep-springed seats 

man-sized Pullman 
. bright mirrors for shaving... 
hot and cold running water . . . spic 
and span toilet facilities ... and the 
personal service of the attentive Pull- 
And—on many trains— 
get a luxurious lounge car to 


comforts of home away 
when you go Pullman!” 





















get all the 
from home 


“I go Pullman for safety. Honest, 
you're safer crossing the country by 
Pullman than you are crossing the 
street at home. Ten thousand times 
safer! And that’s not just my opinion 
—it’s a proved fact! My family never 
worries about my going places, and I 
never worry about getting there, when 
1 go Pullman.” 


“I go Pullman for dependability. 
For instance, your chances of arriving 
on time are better than 19 to 1! That’s 
because you travel on dependable rail- 
road schedules and arrive right in the 
heart of town convenient to every- 
thing. Take it from me, when the firm’s 
counting on you to be there, you can 
count on getting there when you go 
Pullman!” 








But they all agree... It’s good business to 


Go Pullmar 


THE SAFEST, MOST COMFORTABLE WAY 


TO GET THERE! 





©1949, THE PULLMAN COMPANY 





Indiana 
offers 
Industry- 


V MARKETS... 


The U. S. center of population is in 
Indiana. 


V TRANSPORTATION... 


The greatest concentration of rail- 
road facilities and improved high- 
ways to be found in any area of 


similar size in the world. 


V PRODUCTION FACILITIES... 
The world’s largest steel producing 
plant, sheet and tin mill, cement 

as well as 8,000 


industries making a vast variety of 


and oil refinery, 


parts and materials. 


V LABOR ADAPTABILITY... 


Indiana ranks at the top for literacy. 
Highly skilled, intelligent, co-oper- 
ative workers available. 


V FAIR TAX STRUCTURE... 
Indiana, with an unencumbered sur- 
plus of more than $50,000,000, has 
no indebtedness. No tax penalty on 


enterprise. 


V STATE CO-OPERATION... 


Indiana industries receive excellent 
co-operation from public officials 


and civic groups. 


INDIANA .. Your Logical 
Industrial Location 


ILLUSTRATED BOOKLET giving facts 
and figures you'll want, sent promptly and 
without obligation. 


INDIANA DEPT. OF COMMERCE AND 


PUBLIC RELATIONS . . . DEPT. U-42 
STATE HOUSE « INDIANAPOLIS, INDIANA 
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OMFORTABLE AMONG OLD NEIGHBORS 
C and old friends back in Kansas City, 
President Truman made a chatty after- 
luncheon speech last week. He warmly 
praised the guest of honor, Edward 
Jacobson, his World War I buddy and 
later business partner, for his work on 
behalf of wounded Israeli soldiers. Then, 
suddenly grim, the President had some- 
thing to say that caught newspaper 
headlines the world around. 

There was turmoil in the world, he 
said. For one reason: Russia’s inability 
to enter into an understanding that would 
assure peace. He accused the Russians 
of breaking promises made at Yalta and 
Potsdam. But he added that there were 
“certain leaders” in Russia who are “ex- 
ceedingly anxious” for an understanding 
with the U.S. 

Mr. Truman gave no explanation, but 
added a pledge: 

“Tll spend my time in the next four 
years to reach an understanding on a 
basis that peace is possible with all na- 
tions. I know it can be done.” 


HE PRESIDENT returned to Washington 
Taster his Christmas holiday to face a 
world in which trouble was the dominant 
note. Bombs were being dropped near 
Tel Aviv in a renewal of the Arab- 
Israeli conflict. Russia and the U. S. were 
jockeying in the United Nations Security 
Council over the shooting war in Indo- 
nesia. The Berlin “air lift” was achieving 
new triumphs, in the face of Russian 
harassment. There were new victories 
for the Chinese Communists. 

An Army official reported that U. S. 
military leaders were in constant con- 
ference with European governments on 
fitting American forces into plans for 
defending Western Europe, but had 
made no promises. Army Secretary 
Kenneth C. Royall said that European 
nations were insisting that U.S. forces 
abroad be increased, but added that the 
size of the Army’s commitments forbade 
compliance with such requests. 

Russia, meanwhile, was excluded from 
a six-power agreement on an international 
authority that is to revive the Ruhr and 
make that area a principal lever for the 
reconstruction of Europe. And, for 
Russia, there was increased trouble with 
Marshal Tito of Yugoslavia, who said his 
country would have to turn to the capi- 
talist West, if nations of the Soviet sphere 
refuse to trade with her. 


N WASHINGTON, Mr. Truman found 
I members of the 8lst Congress assem- 
bling and Democratic leaders already at 
work on important organizational prob- 
lems. The President had arranged in ad- 
vance for a conference with Sam Ray- 
burn, the prospective Speaker of the 
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MR. TRUMAN & BUDDY 
...a word for ‘certain leaders” 


House, and Vice President-elect Alben 
W. Barkley to go into the session’s out- 
look in detail. 

Otherwise, Mr. Truman was busy with 
the messages that go to Congress at the 
opening of each session. For guidance on 
his economic report, he had a _ prelimi- 
nary study from his Council of Economic 
Advisers warning that economic stability 
is threatened by labor disputes. The 
Council suggested that, if- properly con- 
ducted, a labor-management conference 
might produce an agreement on wage 
standards, which, although not binding, 
could serve as guides in determining what 
the wage level should be. 

In addition to the leaders of Congress, 
several Senators and _ Representatives 
dropped in, but mostly the members were 
busy trying to land choice committee 
assignments. In the House, they besieged 
Speaker Rayburn, John W. McCormack, 
of Massachusetts, the Democratic Floor 
Leader, and Representative Robert L. 
Doughton, chairman of the Ways and 
Means Committee, all of whom will have 
a potent say on the question of who will 
get what committee jobs. And the vacan- 
cies seemed likely to go to those who -are 
certain to support the Administration. 
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7) without ee 
‘Double, double, toil xc trouble...” 













They'll return home 






safe tonight because E-M spotted* 






a health menace—and overcame it! 






Many thousands of workers—and their families—have 
cause to be thankful that their employers showed the 
foresight and good judgment to protect them with 


Employers Mutual Workmen's Compensation Insurance! 









They know that their plants are better, healthier, safer 
places to work because of the superb quality of E-M 







services . . . humanitarian services firmly rooted in a 






recognition of workers and workers’ families as human 






beings deserving humane consideration . . . not only 






in accident prevention and disease control but in 






rehabilitation and prompt, equitable claim settlement 





whenever misfortune strikes! 









*A baffling malady which 
threatened the health of work- 
ers in a Western plant was 
found, upon investigation by 
an E-M engineer, to be caused 
by fumes created by the proc- 
essing of materials. The engi- 
neer suggested remedial meas- 
ures (including changes in 
ventilation facilities) which 
promptlyeliminated the hazard. 


| 
EMPLOVERS MUTUALS of WAUSAU 


EMPLOYERS MUTUAL LIABILITY INSURANCE COMPANY OF WISCONSIN 
EMPLOYERS MUTUAL FIRE INSURANCE COMPANY 


Home Office: Wausau, Wisconsin @ Offices in Principal Cities @ Consult your telephone directory 


Employer-policyholders who are served by E-M engi- 






neering, nursing and claim specialists see these mani- 
fold benefits reflected in better worker-management 
relations and improved morale—and in premium sav- 
ings. They know best how everyone, from the company 
president to the youngest child of the newest employe, 
is “ahead of the game” when their workers are able 
to “toil without trouble’ —secured by the protection 
of skilled E-M insurance services. 

























Employers Mutuals write: Workmen's Compensation—Public Liability—Automobile—Group 
Health and Accident—Burglary— Plate Glass—Fidelity Bonds—and other casualty insurance. 
Fire—Extended Coverage—Inland Marine—and allied lines. All policies are nonassessable 























Roving Rob, Reporter, wandered into New York 

e town and saw the Hotel Pennsylvania’s sign was 
coming down. But as he watched, a new sign rose, and 
Roving Rob cried: ““Wow! The Hotel Pennsylvania is 
the HOTEL STATLER, now!” 




















2 For years the Pennsylvania’s been a Statler-run hotel. 

e Now travelers all will cheer the news it’s Statler-owned 
as well! “The Statler name’s a guarantee,” said Rob, 
“of all that’s best. At Hotel Statler in New York, you 
really are a guest. 








“The famous Statler bed,”’ said Rob, “has brought the 

3. Statler glory. Its super comfort’s headline-news in any 
bedtime story. Eight hundred thirty-seven springs 
soothe care away and sorrow—I’ll fill in other details 
when you wake me up tomorrow.” 





Reporting on the Statler meals sure pleased the Roving 

4, Rob. “With food as good as this,” he said, “I really 
love my job! Each dish is perfectly prepared, each 
tempts my appetite. I ought to file my story, but—I’d 
rather eat than write! 











« 
5. “A Statler in New York,” cried Rob, “is happy in- 
@ spiration. it’s close to business, shops, and shows, and 
to the railroad station. So, travelers-to-Manhattan, 
please remember what I say: The Hotel Statler now 

will be your favorite place to stay!” 





CS EF 
HOTEL 
STATLER 


NEW Yo 
(For RK 
MERLY 
\ HOTEL PENN 
0 SYLVANIA ) 


DIRECT UNDERGROUND PASSAGE 
FROM PENNSYLVANIA STATION 


























P. S. Now you can make your reservations by teletype! 
Complete teletype service is now in operation in every 
Statler Hotel. For immediate replies, use the teletype 
service near you. 
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WHAT CONGRESS WILL DO: 
EVERYBODY IS TO FEEL EFFECTS 


Action Ahead on Taxes, Labor, Pensions 


What to look for in the new 
Congress: 

Bigger old-age pension checks 
are likely. So are farm price sup- 
ports, low-rent housing, more 
public works. Business taxes may 
go up. Labor controls may be 
eased, but business controls will 
not be tightened much. 

Everybody is to feel the effects 
of the 1949 session. 


Life is to be a bit different after the 
new Congress gets through doing 
what it plans to do. By that time near- 
ly everybody will know, through a 
pocketbook response, who won the No- 
vember 2 election. 

Spending by Government will be in a 
rising trend. Taxes on corporations prob- 


ably will be higher. Employers will have 
fewer rights than now, union leaders 
more. Old people are likely to be as- 
sured of bigger checks when they retire. 
Insurance against aisability stands’ at 
least an even chance. Farmers will be 
assured of firm supports for many of 
their prices. There probably will be sub- 
sidies for low-rent housing. 

Congress is getting set to give people 
more public services, more subsidies, 
more and bigger Government. Yet it is 
to balk at giving President Truman some 
of the things he wants. 

Money is to come more easily from 
the new Congress than from the old one. 
A Democratic majority is back in Con- 
gress because of promises of many things 
to many people. 

Aid to local education, from the 
Federal Treasury, is promised and _al- 
most surely is to be delivered. The start- 
ing price is to be $300,000,000 a year, 
and costs will be expected to rise grad- 
ually from that level. 





Low-rent housing is down for a sub- 
sidy, barring some unexpected hitch. 
The goal is to produce about $1,000,000,- 
000 worth of dwellings for a starting 
subsidy of not much more than $50,- 
000,000. 

Price supports, backed by adequate 
facilities for storing surplus crops, are 
assured, Support of farm prices is ex- 
pected to cost at least $2,000,000,000 
in the year ahead, maybe more later. 

Social insurance is coming on an ex- 
panded scale, at rising cost. Old-age in- 
surance is to be applied to more people, 
with benefits to be increased. Insurance 
against disability probably is a good 
bet. Health insurance is to make progress 
in 1949 even though adoption this year 
is unlikely. 

Reclamation will get more money. So 
will rural electrification. So will river- 
valley projects. There is about a 50-50 
prospect that the St. Lawrence Water- 
way will make the grade in 1949. Mr. 
Truman and many members of Congress 











What Congress Probably Will Do: 





APPROVE SPENDING OF $43,000,000,000 
* TO $45,000,000,000. : 


WB RELIEVE UNIONS OF SOME CONTROLS OF 
TAFT-HARTLEY ACT. 


WB INCREASE MINIMUM WAGES TO 60 CENTS 
* AN HOUR OR MORE. 


RAISE MR. TRUMAN’S PAY TO $100,000 
PLUS $50,000 EXPENSES. 


REVIVE SUBSIDIES FOR PUBLIC HOUSING. 


INCREASE BENEFITS UNDER OLD-AGE INSUR- 
ANCE, ADD DISABILITY INSURANCE. 


BOLSTER FARM PRICE SUPPORTS FOR 1950 
AND LATER YEARS. 


PROVIDE MORE MONEY FOR RIVER DEVEL- 
OPMENT, POSSIBLY STARTING ST. LAWRENCE 
WATERWAY. 


START TO REORGANIZE THE GOVERNMENT. 





CGGGR 
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. MATERIAL ALLOCATIONS. 


What Congress Probably Will Not Do: 





ENACT AN EXCESS-PROFITS TAX, OR A NEW 
TAX ON. RETAINED PROFITS. 


REVIVE PRICE CONTROL, RATIONING, 


PUT BANK CREDIT MORE DEFINITELY UNDER 
GOVERNMENT CONTROL. 


RETURN TIDELANDS OIL TO CONTROL OF 
THE STATES. 


CREATE A BROAD NEW PROGRAM OF 
HEALTH INSURANCE. 


GIVE TO INDUSTRY THE RIGHT TO USE 
BASING-POINT PRICES WITHOUT SOME 
FEDERAL SUPERVISION. 


EASE THE LAW THAT REQUIRES LOBBYISTS 
TO REGISTER. 








JANUARY 7, 1949 





© 1949, By U.S. News Pub. Corp. 


11 





U.S. News & World Report 





made many specific promises that now 
must be fulfilled. 

Military services very likely are to be 
held to a $15,000,000,000 ceiling, though 
there will be strong attempts to increase 
the amount. 

Total spending, when Congress 
winds up, is likely to call for the use of 
as much as $45,000,000,000 in cash 
during the year that starts next July 1. 

Taxes to cover these costs are not so 
clearly defined, but a trend in tax policy 
is developing. 

Excess-profits tax very probably is 
not to be the tax enacted to raise the 
$3,000,000,000 that may be sought in 
additional revenue. Leaders in Congress 
are cool to proposals for a tax in peace- 
time that would squeeze some corpora- 
tions and let others off more easily. 

A penalty tax on profits not dis- 
tributed to stockholders will get some 
attention, but approval is improbable. 
Congress had experience in 1936 with an 
undistributed-profits tax and did not like 
it. 

Individual incomes will be examined 
as a source for more revenue. There 
might be a mild increase in upper-bracket 
rates, but that is far from assured. 

Corporation income, in one way or 
another, is the most probable target for 
any new taxes. The trend now seems to 
be toward higher rates on corporations 
that earn more than $50,000 a year. 

Labor stands to get some advantages, 
but not as many as expected. 

Taft-Hartley Act is certain to be mod- 
ified and is likely to get a new name. 
Outright repeal of the Taft-Hartley Act 
and re-enactment of the Wagner Act is 
not expected. Prospect is that some pro- 
visions of the Taft-Hartley law disliked 





by unions will be repealed, but that some 
management interests will be protected. 

Minimum wage very likely is to be 
raised from the present 40 cents an hour. 
An increase to 60 or 65 cents is probable, 
although 75 cents will be asked. 

The 40-hour-week, after which over- 
time is paid, is not to be changed. 

Unemployment insurance will con- 
tinue to be administered by States. 

Business regulation is expected to 
stop far short of what the President rec- 
ommends. 

Antitrust laws are not likely to be 
changed at the coming session of Con- 
gress, although Justice Department prose- 
cutions may step up. The Kefauver bill, 
which would give Government power to 
stop mergers through the purchase of 
plants and other physical assets, will be 
pushed, but passage is doubtful. 

Price control, rationing and broad al- 
location power are not likely to be 
granted, although the President may make 
a serious fight for this authority if de- 
fense spending goes much above $15,- 
000,000,000, 

Pricing regulations may be clarified 
by law, but this is far from sure. It’s 
doubtful that Congress will give business 
complete power to adopt basing-point 
prices or other systems without some su- 
pervision. 

Tidelands oil is not to be returned to 
the States by this Congress. 

Bank credit is not expected to be sub- 
ject to any additional regulation. 

Consumer-credit controls might pos- 
sibly be given a longer lease. 

Rent control, export control, present 
import controls are to continue. 

Lobbyist registration will continue to 
be required. Congress may plug loop- 


-Acme 


MR. TRUMAN 
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holes in the law that lobbyists must reg. 
ister, : 

World affairs will continue to bear 
heavily on Congress, and an international 
approach to these problems is to be taken, 

Marshall Plan is sure to continue, 
but Western European countries may 
get at least $1,000,000,000 less than the 
$5,300,000,000 that was authorized for 
this year, 

Lend-lease, if approved, is not likely 
to push military spending above $15,000.- 
000,000 for the year that begins July 1. 

Military alliance with Western Euro- 
pean nations appears to have a fairly good 
chance of approval. 

Aid to China and aid to Greece are 
to be subjects of considerable debate in 
Congress, with the outcome of military 
assistance doubtful. ; 

Foreign aid, which has been running 
at a rate of $7,000,000,000 a year for all 
purposes, may be cut to $6,000,000,000 
or even lower for the fiscal year ahead. 

Government salaries are likely to 
be raised in the upper levels. 

President Truman very probably will 
get a pay boost to $100,000 a year from 
his present $75,000 and be given a tax- 
free expense account of $50,000 as well. 

The Vice President and the Speaker 
of the House also are in line for salary 
increases. Each will probably get $30,000 
in salary plus a $25,000 expense account. 

Cabinet officers, who now receive 
$15,000 a year, are likely to have their 
salaries increased to $25,000. 

Top officials on Government boards, 
commissions and agencies probably will 
have salaries raised from the present 
figure, for most, of $10,000 a year. In- 
creases may go to $17,500 and, in a few 
instances, to $22,500. 

The idea is taking hold that the Gov- 
ernment now pays too-small salaries to 
its top executives and administrators. 

Other actions to be expected from 
Congress are these: 

Mail rates went up for most services 
except first and second-class mail on 
January 1. Congress is expected to take 
another look at the postal deficit and 
raise rates again. An increase in the 
second-class rate is to get serious consid- 
eration, 

Veterans are not expected to get any 
additional direct benefits, but more 
money will be appropriated for veterans’ 
hospitals and other facilities. 

Government reorganization, based 
on reports of the Hoover Commission, is 
expected to begin in the 81st Congress. 
No wholesale adoption of the Hoover 
Commission recommendations is to be 
expected, however. Changes in the struc- 
ture of Government are likely to come 
slowly. The fact that there is a continu- 
ing rather than a changing Administration 
will delay reorganization plans. 
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WHY 


President Truman does not 
have a “rubber stamp” in the 
new Congress, does not hold the 
whip in some issues. 

Democratic Congress is more 
liberal than the old Congress. 
But two-party coalition still can 
become a big obstacle. 

Compromises are likely. Presi- 
dent, on Capitol Hilt, may not be 
able to deliver on everything 
promised in the campaign. 


President Truman will have to fight 
every step of the way to get his pro- 
gram through the Democratic Con- 
gress. Winning the election did not 
clear away his obstacles. A Southern 
bloc still is strong. The groundwork 
for a new coalition of Democrats and 
Republicans—such as stood in the way 
of Franklin D. Roosevelt for years— 
still exists in Congress. 

This coalition is weaker than in the old 
days when it ruled Congress. But it still 
may block Mr. Truman on such issues as 
outright repeal of the Taft-Hartley Act, 
boosts in taxes and minimum wages, a 
housing program and Social Security. 
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TRUMAN FACES TROUBLE 


Lawmakers Who Said 


What this means is that the New Con- 
is more liberal in many 
than was the 80th Congress. It is slightly 
more liberai than were the 78th and 79th 
Congresses, which so often blocked Mr. 
Roosevelt. But this is no “rubber stamp” 
Congress. It will not vield to Mr. Truman 
as did those of the early New Deal vears 
to Mr. Roosevelt. Mr. Truman is sure to 
lose some of his contests, 

Compromises are the best that Mr. 
Truman can hope to obtain from Con- 
gress on many issues. All along the line, 
he will be met by recalcitrant Democrats 
who stand ready to block any excursion 
to the far left. To hold his lines together 
and to win the enactment of any of his 
program, he must hold fairly close to the 
middle of the road. 

For, although the Democrats picked up 
9 new Senate and 78 new House seats in 
the election, Mr, Truman’s lieutenants 
in Congress must do all they can to hold 
their intact. Otherwise, the 
President’s program will be defeated. 

The count in the Senate is 54 Demo- 
crats to 42 Republicans. This is a 12-vote 
margin. But it means that, if 7 Democrats 
vote against their party, the Truman pro- 
gram goes down. And there are 17 Sen- 
ate Democrats from Southern and Border 
States who have a record of voting against 
the President and may leave him on any 
issue. 

In the House, the count is 263 Demo- 
crats and 171 Republicans. This gives the 
President a paper majority of 92 votes. 
But, if as many as 47 pull away, his pro- 
gram is sunk. And there were at least 
a dozen times in the last Congress when 
more than 47 House Democrats voted 
against the President. Of the 263 Demo- 
crats in the House, 97 have récords of 
voting against Mr. Truman as often as 
they have voted for him. They are from 
Southern and Border States. Among those 
97, as many as 47 are likely to go against 
him on any issue. 

On specific issues, this means that 
Mr. Truman and his leaders in Congress 
must narrow their proposals to meet the 
objections of members from Southern and 
Border States, For they rarely can count 
on picking up more than six Republican 
votes in the Senate and a dozen in the 
House to offset their Democratic losses. 
An analysis of past votes shows this sit- 
uation clearly, 

An excess-profits tax was beaten in 
the last Senate by 58 to 26. Of the 58 
Senators who voted against the excess- 


gress respects 


own lines 


‘No’ Are Back in Force 


profits tax, 13 no longer are in the Senate. 
But, if all 13 of the replacements voted 
for the excess-profits tax, the measure 
still would be lost by 45 to 39. And all 
of the replacements would not be likely 
to vote for the measure. 

This is not altered by 
some of the replacements. Four of those 
who voted against the excess-profits tax, 
and who went out, voluntarily or other- 
wise, were Senators W. Lee O’Daniel, of 
Texas, and Tom Stewart, of Tennessee, 
both Democrats, and Chapman Rever- 
comb, of West Virginia, and E. H. Moore, 
of Oklahoma, both Republicans. All were 
succeeded by Democrats: Lyndon John- 
son, of Texas, Estes Kefauver, of Ten- 
nessee, Robert S. Kerr, of Oklahoma, and 
Matthew M. Neely, of West Virginia. In 
spite of their liberal reputations, all four 
of these replacements might not vote for 
an excess-profits tax. 

A general tax program, modified 
and softened to meet Democratic oppo- 
sition, may be less difficult. 

The great tax test of the 80th Congress 
was in the voting on the Republican 
measure to cut taxes. Mr. Truman vetoed 
the bill. It was passed by both Houses 
over his veto. In the Senate, 77 of the 
96 members voted to override Mr. Tru- 
man’s veto. In the House, 311 of 435 
members voted against him. 

Of the 77 Senators who voted to cut 
taxes Mr. 
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over Truman's veto, 60 are 
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back in the new Senate. Two others who 
voted in the House to override the veto 
now are in the Senate. This makes a total 
of 62 Senators, 13 more than the 49 
needed to pass a bill, who are on record 
in favor of the tax plan now in force. 

But, of those 62 Senators, 24 are Dem- 
ocrats who will have a hand in shaping 
any new tax plan that is devised. A new 
tax plan would be a product of their 
party. If they are consulted, and their 
objections are met, as they must be if 
any tax program is to budge in the Sen- 
ate, there would be only 38 Republicans 
jeft to provide the opposition. 

In the House, Mr. Truman would have 
easier sledding on taxes. Of the 311 who 
voted to override his veto in the last ses- 
sion, only 217—or one fewer than the 
majority needed to pass a bill in the 
House—are back in the new Congress. 
Even without the change of any Demo- 
cratic votes, a measure might be put 
through. But there are 70 Democrats 
among the 217. Their votes might be won 
for a Democratic tax bill. 

A new labor measure may be more 
difficult. It is sure to encounter stout op- 
position. And in both houses of Congress, 
there are enough members who voted for 
the Taft-Hartley Act in the 80th Congress 
to block its repeal in the 81st. 

In the Senate, 68 Senators voted to 
override Mr. Truman’s veto of the meas- 
ure. Of these, 51 are back in the new Con- 
gress, plus four new Senators who voted 
as House members last year to override 
the veto. These 55 can supply six more 
than the 49 votes needed to block repeal. 

In the House, 331 members voted to 
override the Taft-Hartley veto. Of these, 
221 are back in the new Congress. They 
have three more than the 218 votes need- 
ed to block repeal. 

But among the members who voted 
to override the President’s veto are 14 
Democratic Senators and 85 Democratic 
House members. A fairly small gesture of 
compromise might be enough to wean 
away from the opposition enough Demo- 
cratic votes to enable the President to 
put his new labor measure through 
Congress. 

Civil-rights legislation falls into an 
entirely different category. Republicans 
would back anti-poll-tax, antilynching, 
antisegregation and __ fair-employment- 
practices legislation and use it to promote 
discord among the Democrats. Mr. Tru- 
man’s own leaders already are divided 
over this legislation, Southern and Border 
State Democrats stand almost as a unit 
against it. The majority party is split 
right down the middle over this issue in 
the House. In the Senate, it would bring 
an immediate filibuster, This is Mr, Tru- 
man’s thorniest problem. 

Several votes illustrate this. The last 
time an anti-poll-tax bill was up in the 


— 


free 


House—in the 78th Congress—it passed 
by a vote of 265 to 110. But the Demo- 
crats divided down the middle with 92 
for and 93 against. Every member voting 
from Virginia, North Carolina, South 
Carolina, Florida, Georgia, Alabama, 
Mississippi, Arkansas and Louisiana was 
against it. All but one from Texas voted 
against it. All but two, each, of the Demo- 
crats voting from Kentucky and Okla- 
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homa were against it. The measure never -_ 
reached a h in the Senate. medicine 
The last appropriation for the war- body, 's 
time fair-employment-practices agency health, ' 
drew solid opposition from Southern 
Senators on a roll call. It was vigorously Progr 
opposed by Southerners in the House, duplicat 
but did not come to a roll call. re G 
The election of Southern liberals from - 
some of the big-city areas of the South han qu 
has altered, somewhat, the stand of But ni 
Southerners in Congress on labor and . 
tax legislation, but it has had little effect jories, 
on the voting on so-called civil-rights coming. 
measures. Here the voting of Southern- higher i 
ers in the 81st Congress would be very 
much like that in the 78th and 79th 
Congresses, when the milder gestures of Medic 
Mr. Roosevelt met solid opposition. for out ¢ 
A combination of Northern Democrats Governn 
and Northern Republicans can put civil- out of e 
rights measures through the House, but some fre 
only a change of rules, to bar filibusters, tion, nv 
can get them through the Senate. ; ial 
The Southern opposition to Mr. . ' 
Truman is weaker now than it has been year, se 
against either himself or Mr. Roosevelt in * 
past Congresses. Thus, the nucleus of ied pi 
votes around which a coalition of South- oe 
ern Democrats and Northern Republicans - 
might be formed is smaller than it was ww 
back in the 78th and 79th Congresses. 4 a 
This is particularly to be seen in the ee ° 
’ health 
Senate, where one after another of the é 
old Southern conservatives has gone out oh < 
to be replaced usually by a man of more no one 
liberal tendencies. This has happened in i 1946 
Tennessee, Texas, Alabama, South Caro- . ali : 
lina and Mississippi. a es 
A bill to grant federal aid to education i . 
was shelved in the 78th Congress with 7” eS 
the help of 23 Southern Senators. Only th: A 
14 of those Senators are in the new Con- i rf me 
gress. A vote in the same session to curb of alee 
Government power lines drew 14 South- edna 
ern Senators. Only seven of those Sena- ok as 
tors are in the new Congress. A vote in 000 be 
the 80th Congress to strike out provisions ieee hue 
for public housing included 16 Southern an yacit 
Senators. Only 12 of these men are in the Ee la 
new Congress. laborat 
But, while the Southern opposition to evervtl 
Mr. Truman’s general program is weaker call. 
than before, it still is a power to be in hea 
reckoned with. Seniority gives Southern lappin 
conservatives committee chairmanships : ; The 
and strategic positions which place the ~Harris & Ewing, Acme up ag 
shaping of his program in their hands. REVERCOMB that it 
They are the men he must deal with. .... 4 fewer nays care— 
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Trend toward fully socialized 
medicine, tax-paid care for every- 
body, is showing up in federal 
health, hospital plans. 

Programs now are scattered, 
duplicate oi1e another. There are 
more Government hospital beds 
than qualified patients. 

But new health centers, labora- 
fories, insurance programs are 
coming. Cost, up now, is to go 
higher in 1949, 










Medical service for everybody, paid 
for out of taxes, is the present goal of 
Government planners.\At present,{one 
out of every six persons is entitled to 
some free medical care, to hgspitaliza- 
tion, nursing, dental service) Health 
insurance, to be proposed in the new 
year, would bring in everybody. 

The story of the trend toward social- 
ized medicine, and of the problems that 
accompany that trend, now is told in part 
in a report issued by the Commission on 
Organization of the Executive Branch of 
the Government, under the chairman- 
ship of Herbert Hoover, Outlays for 
health activities of Government have 
grown in eight years from an annual 
cost of $250,000,000 to one of $1,250,- 
000,000, A further increase is to occur 
in 1949 even before a broad plan for 
socialized medicine is approved, 

At this time, the Veterans’ Administra- 
tion is pushing ahead on a $1,100,000,- 
000 plan for hospital construction. While 
that building program is going on there 
is a surplus of beds reported in military 
hospitals. Several federal agencies are 
planning to build hospitals in the New 
York area alone that will cost $100,000,- 
000, even though the Government’s mili- 
tary hospitals there have much unused 
capacity, Other agencies of Government 
are planning to set up new health centers, 
laboratories, experimental hospitals for 
everything from mental disease to cancer. 
In all, 44 U.S. agencies are engaged now 
in health activities, many of them over- 
lapping, few of them co-ordinated. 

The country, in brief, is being pushed 
up against a decision on the direction 
that it wants to take in providing medical 
care—whether that. direction is to be 
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toward full socialization of medical serv- 
ices as in Great Britain, or toward only 
partial socialization with some private 
control of medical service still guaran- 
teed, The “task force” that investigated 
preSent trends for the Hoover Commis- 
sion revealed facts and figures that are 
expected to have some bearing on the 
decision Congress eventually will make. 

What’s happening now to force 
that decision is shown in these “task 
force” findings: 
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ONE OUT OF EVERY SIX PERSONS IN 
THE U.S. RECEIVED MEDICAL AID 
FROM THE GOVERNMENT IN 1948 
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Parallel hospital systems are being 
expanded rapidly, with little or no co- 
ordination, by the Veterans’ Administra- 
tion, the Public Health Service, the 
Army, the Navy and the Air Force. In 
San Francisco, for example, each service 
has one or more hospitals, and the total 
of these is 13. They have a capacity of 
9,900 beds, but y have only 4,200 
patients. Seven of 13 could be closed, 
the report says, y@fjmore are being built 
with federal fundgg™ Nationally, military 
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hospitals alone have been built up to a 
capacity of 21,555 beds, even though 
total military patients number only 7,800. 

Double standard in costs of con- 
structing private and federal hospitals, 
meanwhile, is adding millions to the tax- 
payers’ bill. Private hospitals in U.S. are 
built for an average price of $16,000 per 
bed. Government hospitals are costing 
considerably more. Large VA_ hospitals 
are being erected for about $20,000 per 
bed, smaller hospitals for $30,000 per 
bed. That’s the average. One VA hos- 
pital, in Montana, has been constructed 
for $51,000 per bed. 

Time spent in hospitals follows the 
same double standard, raising per-patient 
costs further. In private hospitals, the 
average patient last year stayed about 
seven days. In county hospitals, partly 
tax supported, patients getting the same 
treatment were found to be in the hos- 
pital for 17 days. In federal hospitals, not 


Source: Hoover Commission's task force report 


counting patients with war-connected dis- 
abilities, average stay for patients with 
the same ailments was found to be 30° 
days, or more than four times the stay in 
a private hospital. 

Types of treatment available in these 
expanding federal hospitals, at the same 
time, are found to be out of balance. 
Treatment for tubercular and _neuro- 
psychiatric cases, for example, is reported 
unsatisfactory. Yet these cases occupy 60 
per cent of the VA hospital beds. A costly 
new naval hospital for cancer treatment, 
on the other hand, is planned for New 
York. The report questions why this type 
of treatment should be a responsibility of 
the armed forces. 

Wasteful policies? How _ these 
growing problems create waste and dupli- 
cation in the health facilities of typical 
U. S. cities, in the opinion of the investi- 
gators, is shown in an official survey of 
these areas: 
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In New Orleans, more than half of 
the armed forces’ medical personnel 
could be saved by unifying the local Gov- 
ernment hospital setup. Five federal hos- 
pitals are in operation there, with medical 
facilities duplicated by the Public Health 
Service, the Veterans’ Administration, 
the Army, the Navy and the Navy air 
arm. Total Government hospital capacity 
in the city is 1,620 beds, while patients 
number only 913. 

In New York, plans are afoot to 
double the capacity of federal hospitals. 
The survey finds, however, that there is 
already much unused capacity. Instead 
of the expansion, four of the present 11 
U.S. hospitals there could be closed, 
with an 80 per cent reduction in the num- 
ber of needed military medical officers in 
New York. Present capacity of VA, Army, 
Air Force, Navy and PHS hospitals there 
is 8,257 beds, but the number of patients 
for treatment is only 5,330. 
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In Los Angeles, five Navy hospitals, 
representing about 30 per cent of the 
total capacity in the 12 federal hospitals 
there, could be closed under a unified 
hospital plan. Number of Army and Navy 
doctors on the Government pay roll in 
this area, the report insists, could be cut 
in half if nonmilitary patients were re- 
moved from military hospitals and dupli- 
cation ended. 

In San Diego, socialized medicine is 
on a relatively larger scale, duplication 
even more pronounced, With 10 federal 
hospitals in the area, the total number 
of patients now amounts to just about 
the operating capacity of one of those 
hospitals, run by the Navy with much 
unused capacity. 

In other areas, the same pyramiding 
of socialized hospital facilities exists. 
A new $25,000,000 VA_ hospital in 
Houston, for example, is about to be 
started next to an equally large Navy 


————. 


hospital that for the last two years has 
been filled only to 10 per cent of its 
capacity with Navy patients. In Honolulu 
the Army just completed a costly new 
1,500-bed general hospital near another 
Government hospital that is large enough 
for all current needs. Result is over. 
lapping of the nation’s socialized hospital 
facilities in nearly all parts of the U.§. 

That is the official picture of the trend 
to date of socialized medicine in U,§, 
and of the problems that accompany that 
trend. What is proposed is a new Govem- 
ment superstructure to co-ordinate ll 
Government medical care, plus a’ super- 
imposed program of health insurance for 
everybody. That program could cost 
$3,000,000,000 or more yearly, 

Big stumbling blocks to plans for 
unifying the Government's health services 
and setting up a workable system of tax- 
paid medical care for all, however, al- 
ready are appearing: 

Armed forces, with 276 hospitals 
supported by tax dollars, insist that each 
of the services keep control over its own 
medical setup. Their argument is that in 
wartime the Army, Navy and Air Force 
must have full authority over their own 
medical facilities, and the organization 
must be kept in their hands, 

Veterans’ hospitals, 125 of them in 
U.S. thus far, are subject to local pres- 
sure. Nearly every community wants 
one, VA’s Chief Medical Director, Dr, 
Paul B. Magnuson, reports that he has 
been powerless to limit these hospitals 
to large cities, where doctors and nurses 
are available. As a result, areas that want 
to get or keep these hospitals are certain 
to exert strong pressure to prevent con- 
trol of VA hospitals from going to a 
central agency. 

Other federal hospitals, in nearly all 
cases, serve special groups that feel that 
they must retain control, Interior De- 
partment, for example, has 67 hospitals, 
largely for the use of Indians on reser- 
vations. Federal Security Agency main- 
tains a national hospital for mental dis- 
eases, Other institutions for specialized 
treatment. Each agency feels it must 
keep control of hospitals that are in its 
own field. 

Doctors, through their American Med- 
ical Association, further complicate the 
Administration’s plan by vigorously op- 
posing any form of compulsory health 
insurance. The program of medical aid 
for everybody falls in this category, with 
a compulsory 3 to 4 per cent pay-roll 
deduction to underwrite medical pay- 
ments. 

Whether the Government’s plan for 
fully socialized medicine becomes law will 
depend, in large measure, on ‘whether 
some means can be found to get by these 
obstacles. But a decision, one way or the 
other, now must be made by Congress. 
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ow to travel 3,000 miles a week 
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“In Detroit recently,” says Mr. Laux, “my business 
finished, I offered a friend a ride back to New York 
in Sports Afield’s 4-place Bonanza. But he had other 
plans. I took off at 2:30 p.m. and reached my 
country club near New York at 6. Just to needle 
my friend, I phoned him in Detroit where he was 
still waiting—with a night’s travel ahead! 


by David N. Laux, Vice President 
Sports Afield Magazine 


“This is just one example of the speed and mobility 
our Bonanza gives our top men. Distance had kept 
us from making trips. Now Chicago and even the 
coast are near with this fast, comfortable plane. 
We're averaging better than 3,000 miles a week in it. 
Because it cuts the waste out of travel time, we do a 
week’s work in two days”! 


@ A note on your company letterhead will bring BEECHCRAFT 


an informative brochure on “The Air Fleet of 


American Business.” Write today to Beech 
Aircraft Corporation, Wichita, Kansas, U. S. A. ONANZA 


MODEL 


BEECHCRAFTS ARE THE AIR FLEET OF AMERICAN BUSINESS 
Top speed, 184 mph 


Cruising speed, 170 mph 
Range, 750 miles 
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ation explodes dynamite 


TO MAKE CARS SAFER FOR YOU 


Results of dynamite blowout 


Each X marks a blowout! 


Those drawings show left-front tires 
just after blowouts on the road. Dyna- 
mite charges have blown egg-sized 
holes through both tires and tubes. 
You can’t see the holes—the tires 
were turning too fast. The blowout 
areas wouldn’t even show clearly in 
a photograph, because of the swift 
motion. (White X’s mark their ap- 
proximate locations.) But the impor- 
tant thing in the drawings is what 
you can see: the tire in the left-hand 
picture has not twisted or started to 


Airtemp Heating, Cooling, Refrigeration 


Chrysler Marine & Industrial Engines 


come off the wheel. A Safety-Rim W heel 
holds it safely in place! 

Our engineers blew out tires, front 
and rear, at many speeds, in their re- 
search on this most important safety 
advance. They studied results, talked 
with test drivers. 

Safety-Rim Wheels proved such a 
safeguard that we put them on all 
our cars as an exclusive feature —a 
Chrysler Corporation “first” that over 
2,000,000 Plymouth, Dodge, De Soto 
and Chrysler owners now enjoy. 


CHRYSLER 


PLYMOUTH 


Dodge Job-Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


test, developed by practical imagination at Chrysler Corporation 


When a blowout occurs, a car with 
Safety-Rim Wheels can be driven eas- 
ily to a straight, safe stop. You can 
drive with new peace of mind, you 
and your family protected against the 
ordinary dangers of tire failure. 

Perhaps you have wondered how 
our cars got their reputation for safety. 
Safety-Rim Wheels are one reason— 
an example of the many ways we 
apply practical imagination to make 
safer, better cars for you, year after 
year. 


CORPORATION 


DESOTO CHRYSLER 


Mopar Parts & Accessories  Cycleweld 
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British business, fighting so- 
tialism, is learning to live with it. 
Government now owns a fifth of 
all industry. 

Some former mineowners like 
working for the Government. 
Some doctors, nationalized, are 
better off. Some fare worse. 

Private profits are curbed. 
family plans have to be shifted 
alittle. But most businessmen are 
not as unhappy as they expected 
to be under socialism. 


Business and _ professional men, 
trained to operate in a system of free 
enterprise, are finding out, in Great 
Britain, how it feels to do business 
under socialism. 

They are learning, by experience, what 
happens when socialism takes over the 
core of the nation’s business, threatening 
the rest of free enterprise. They are in a 
position to report what happens when 
the incentives of profit, independence 
and competition are cut away. They are 
adjusting themselves to the prospect of 
becoming Government employes, work- 
ing for salaries, not for profits. 
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HOW A ‘SOCIALIZED’ BRITON FEELS 





THE OLD ORDER: ETON BOYS 


Reported from LONDON 


Lessons coming out of the actual ex- 
perience of Britons are useful to Ameri- 
cans, themselves facing the prospect of 
more controls for private enterprise. 
Businessmen, bankers, doctors, dentists 
and executives of industry in Britain, all 
are able to tell their opposite numbers 
in the United States just how it feels to 
work under socialism. 

Take, for examples, the case histories 
of men in Britain who once ran their own 
businesses in industries that now are 
socialized. 

A coal-mine owner, an operator 
employing just over 500 workers, told 
an American friend late in 1945 that he 
was “through” because the Government 
was going to take over his business. Today 
he is running the same mine, but as a 
Government employe working on salary, 
not as an owner living on profits. “I’ve 
got to do something to keep busy,” he 
told the American, “and I still can run 
the mine better than I can do anything 
else.” 

The coal operator does not like to talk 
about the “good old days” when he 
owned his mine. Like many another coal 
operator, he is convinced that there is 
no turning back from socialism, no chance 
that he or another private owner will 
eyer get the mine back from the Govern- 
ment. The British Government now owns, 
operates or is scheduled to take over about 
one fifth of the country’s business, a por- 





tion which includes such basic indus- 
tries as coal, power, transport, steel and 
iron. Feeling is that this much socialism, 
at least, is here to stay. 

Actually, from the personal viewpoint, 
the coal operator in question is not badly 
off. He is finding that there are some ad- 
vantages in socialism for him. 

Profit and loss, now, is the Govern- 
ment’s worry, not his own. His coal mine, 
a money maker when coal is at a 
premium, lost money in the depression 
of the early ’30s, a loss that he had to 
take. Now he has the security of a Gov- 
ernment job. 

Income for the former owner is pretty 
close to what it was before the Govern- 
ment took over his business. In addition 
to his Government salary as manager of 
the mine, a salary that is less than the 
amount of money he paid himself out of 
profits in good years, he has the income 
from Government bonds that are to be 
given to him in exchange for his mine. 
For the last two years he has been get- 
ting payments, amounting to about half 
what he received in profits, pending an 
agreement on the value of his mine. So, 
adding salary and income from _ the 
bonds, he may be getting almost as 
much cash for his work with much more 
security. 

Hiring and firing, the day-to-day af- 
fairs of the mine still are largely in his 
own hands. He negotiates with labor over 
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STOCK EXCHANGE MEMBERS 


For men accustomed to running their own affairs, socialism is hard to take 
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SOCIALIZED MEDICINE: CHILDREN’S CLINIC 
The public likes it; doctors are divided 





~Keystone 


Le 
wages and hours, reaches agreements 
with unions based on local conditions 
oversees production. Top policy, how. 
ever, is decided by his regional super. 
visor and by the National Coal Board 
sitting in London. Like the manager of 
a mine owned by a large corporation, he 
must make reports, submit accounts. 
suggest changes to improve production 
and hit the output targets set for the 
mine or explain why he failed. 

Incentives now leading the former 
owner to improve the mine, suggest ex- 
pansion, try new methods and otherwise 
work for the good of the public owner 
are the same, roughly, as the incentives 
offered corporation employes in the mid- 
dle levels. If he does well he may be 
transferred to the management of a larg- 
er mine at a larger salary. If he does 
poorly he is likely to lose his job, 

The way things are working out in 
socialized industries, by no means all the 
former owners and operators do well in 
their jobs as managers for the Govern- 
ment. Many enterprising executives, suc- 
cessful on their own, resign their jobs in 
disgust at bureaucratic waste and ineffi- 
ciency. Others are dropped because they 
will not obey orders or refuse to apply 
new methods. As a rule, however, execu- 
tives in socialized industries prefer to re- 
main at the work they know best. 

Doctors and dentists, professional 
men established in their practices, are 
having different experiences under social- 
ism. Britain now has socialized medicine. 
Everyone who wants it gets free medical 
treatment. The public likes it; men in the 
professions are divided. 

A country doctor, an elderly man 
who had well-to-do patients, once took 
in as much as $13,000 a year. Now he 
has a list of 1,200 free patients for each 
of whom the state pays him $3.25 per 
year—around $4,000. He has kept only 
a few private patients willing to pay for 
the personal relationship. His income is 
lower, he must work harder, making 
more outside calls. He does not like 
socialized medicine. 

A city doctor in his early forties prac- 
tices in a densely populated but poor 
quarter of an industrial city. He was 
accustomed to unpaid bills. Now, under 
socialism, he has a full list of 4,000 pub- 
lic patients, the maximum permitted for 
one man without an assistant. He receives 
most patients in his office. He gets about 
$13,000 a year before expenses, 40 per 
cent more than he did before. He likes 
socialized medicine. 

A dentist, with the Government pay- 
ing the bills, is swamped with work 
treating thousands who could not pre- 
viously afford dentistry. Working hard, 
in the initial period of the plan, he was 
making as much as $3,500 in a single 
month. Now, after dentists get up to 
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$19,000 in a year, the Government cuts 
in half the fees they are paid for addi- 
ional patients. Most dentists like the 
socialized system. 

On the whole, though many doctors 
ud dentists are pleased with their ex- 
gerience in socialized medicine, they 
fear that more socialism is to come. They 
till can pick and choose patients, if they 
like, but they do not want to be salaried 
employes working in Government clinics, 
ys in Russia. They are afraid they may 
be headed in that direction. 

A steelmaker, a man owning and 
operating a small foundry, stands today 
with his competitors in that industry on 
the threshold of socialism. Iron and steel 
are to be socialized in 1951, if the voters 
approve the Labor Government and its 
program in the 1950 elections. The steel- 
maker, however, is operating on the prin- 
ciple that the best way to make a last- 
ditch fight against socialism is to improve 
a good record. He and the rest of the 
industry are doing their best to keep 
production rising, as it has been up to 
now. But he is unable to make plans 
very far ahead because his business, 
two years hence, may not be his own. 

A corporation executive of the 
chemical industry, however, stands fur- 
ther away from socialism than the steel 
man. There are rumors that the socialists 
plan to take over chemicals, but such 
action is: not scheduled officially. The 
chemical industry, unable to stand still, 
is up against a need for long-term plan- 
ning and long-term financing. 

Imperial Chemical Industries, which 
does a $600,000,000 business each year, 
decided early in 1948 to float a new 
stock issue to raise $80,000,000 for plant 
development. Risk involved was that, if 
the issue did not go well, the socialists 
would have a ready-made argument that 
state credit was required for proper ex- 
pansion of the chemical industry. The 


issue did go well. Imperial Chemicals, as_ 


a result, is moving ahead, boosting pro- 
duction, trying to defend private owner- 
ship with a record of successful initiative. 

A London banker still is further 
away from socialist control of his own 
business than he expected to be when 
the Labor Party came into power in 1945 
with its talk of “nationalized banking.” So 
far, the Government has taken only the 
Bank of England, the country’s central 
bank of issue, which always has been 
close to any Government in power. Ca- 
reer bankers considered safe and sound by 
the City, London’s equivalent of Wall 
Street, still run the Bank of England. 
Commercial banks, large and small, con- 
tinue to operate under private owners. 

The private banker now is expected to 
comply with Bank of England instruc- 
tions, passed on from the Government, 
to grant loans only to productive enter- 
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prises. He also must help the Govern- 
ment police the strict controls on foreign 
exchange. Otherwise, the banker is free 
to pick and choose borrowers. He feels 
that, in his own business, socialism’s bark 
is worse than its bite. 

Addéd up, case histories of life in 
Britain give this over-all picture of how it 
feels to do business under socialism: 

Active Britons, the leaders of British 
business and professional life, men ac- 
customed to manage their own affairs, do 
not like socialism. On the whole, they 
would prefer free enterprise. They view 
socialism as a major upset in their way of 
life, but they accept the upset as a reality, 
not just a theory, and are making their 
adjustments accordingly. 

Profits, the usual incentive for ven- 
ture, expansion and development of busi- 
ness under free enterprise, go back into 
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DENTISTS ARE SWAMPED WITH WORK 


under socialism. Some expected to send 
their sons to one of the famous boarding 
schools and, eventually, to take them into 
the family business. Now, caught in a 
nutcracker of high taxes and dwindling 
incomes, they are sending their sons to 
free schools. In addition, fearing that 
their own businesses may be taken over 
by Government, many men are urging 
their sons to go abroad, to the Common- 
wealth countries or to the Americas, for 
better opportunities. 

Pride and patriotism, love of occupa- 
tion and of country, prove to be real in- 
centives for active Britons under social- 
ism, Many bitter opponents of socialism 
work for socialist salaries today because 
they would rather spend their lives mak- 
ing British goods than do anything else, 
no matter what Government is in power 
or what system rules their lives. 


a 
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...as much as $3,500 in a single month 


the business or out to the taxpayers under 
socialism. Business leaders in Britain 
realize that’ more and more of their num- 
ber are going to have to be content with 
Government salaries paid by the Govern- 
ment rather than shares of profits. Losses 
now are paid by the taxpayers. 

Estate building, in terms of big 
estates, is not possible when socialism 
takes hold of an industry. Savings from 
salaries can make only small estates, not 
big ones. Estates already created, how- 
ever, are surviving so far under socialism. 
Britain has no capital-gains tax; fortunes 
can be increased in stock-market specu- 
lation. A rich man still can transfer family 
estates to his children five years before 
his death as a gift, avoiding high inherit- 
ance taxes. 

Family plans of men who built their 
own businesses, however, are changing 


Politics plays less part in the lives of 
active Britons who oppose socialism than 
American visitors to England expect to 
find. The Labor Government is going to 
defend its policies in general elections 
to Parliament in 1950. Business leaders 
would welcome a victory of the Conserva- 
tive Party, but they are not counting on 
such a victory. 

Compromise, a working agreement 
between the Government, which has 
socialized one fifth of British business, 
and the business leaders operating the 
rest is the aim of most Britons. It would 
be highly inaccurate to say that business 
as a whole is paralyzed by fear of an ex- 
panding socialism. On the contrary, active 
Britons are adjusting themselves to reali- 
ties, opposing socialism by trying to im- 
prove the record of private enterprise, but 
accepting socialism when it comes. 
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STALIN’S BIGGEST WORRY 


Reported from MOSCOW and WASHINGTON 


Worry over Russia, not U. S., is 
the big problem for Stalin. Mos- 
cow differences cited by Mr. Tru- 
man do not show through. 

Need for food, housing, indus- 
trial equipment, transportation at 
home occupies Politburo. Infla- 
tion makes things worse. 

Arguments over war or peace, 
if they exist, are kept under 
cover. Holding public discontent 
in check still is the No. 1 job. 


It isn’t only Western Europe that is 
faced with problems. There are plenty 
of troubles inside Russia to keep the 
governing Politburo busy and con- 
cerned. Yet the troubles appear not to 
be of the kind to which President Tru- 
man refers when he implies a split in 
the Kremlin over policy toward U. S. 

There is nothing to indicate that Pre- 
mier Stalin and the other rulers of Russia 
are sitting up nights arguing over the pol- 
icy to follow in dealing with U.S. and 
the West. If division of an important kind 
exists over diplomatic moves, or over the 
question of war or peace, that division is 
not apparent to those who follow Russian 
policy closely. 

The main troubles that beset Rus- 
sia are internal. They grow from the 
problems involved in attempting to run 
a nation of 210,000,000 people, occupy- 
ing one sixth of the world’s land area, as 
a single enterprise directed by a_bu- 
reaucracy. There is an effort to run Rus- 
sia from the top down, with policy issues 
gradually being passed along to the top 
for decision. 

If an American thinks of the problems 
and issues involved in trying to run an 
individual business of his own, he can 
imagine better what are the problems and 
the troubles that go with trying to run 
the combined business of a whole nation. 
Agriculture, transport, mining, heavy in- 
dustry, light industry, trade—all these 
and more are run by Government bureaus 
in Moscow. 

What the Russian leaders are most 
concerned with at the moment is the 
problem of making the Soviet system 
work, Again, as in prewar years, they 
find it necessary to center attention on 
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heavy industry and to deny people goods, 
This is partly because of war damage. 
But another big reason is that industry 
is being decentralized and moved east, 
to the Urals and beyond. 

The situation leads to troubles of many 
kinds. People complain because their 
hardships continue and they are asked 
to live mostly on hope. Despite the cur- 
rency reform of a year ago, inflation still 
threatens, Snarls and maddening delays 
are frequent in the production and dis- 
tribution of goods, The shortage of hous- 
ing is acute. Transportation is a bottle- 
neck, Population tends to outrun food 
supply. 

Control of money is one of the prin- 
cipal keys to control of the entire econ- 
omy in Russia. Yet the Russian rulers, 
despite their dictatorial powers, find 
that the problem of juggling prices, wage 
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rates and credit, and at the same time 
preventing runaway inflation, is extremel\ 
complex. That’s what is giving them 
their big headaches. 

The new ruble, introduced a year ago, 
still is regarded with skepticism by many 
Russians. At one stroke, their cash in 
hand was cut 90 per cent. Their money 
in savings banks was devalued according 
to a graduated scale. Their bonds and 
savings-bank certificates were suddenly 
worth only a third as many rubles as 
before. Wages of the Russian workers re- 
mained the same, But their faith in their 
money was shaken, and now they hasten 
to convert money into goods as soon as 
they earn it. 

Shortages. The catch is that not 
only luxury goods, but such necessities as 
textiles, shoes and some kinds of food 
still are in short supply. Stores often are 


USTOMERS IN A MOSCOW SHOP 
Money in hand doesn’t guarantee goods on the shelf 
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— 
out of the goods desired. It is this fact 
at threatens to bring new inflation. 

4 year ago, when the revalued ruble 

ys introduced, the Government an- 
nounced the end of rationing. It also did 
qvay with its dual price system, under 
which rationed goods were sold in one 
s¢ of Government stores at low prices 
ad nonrationed goods in another set of 
stores at much higher prices. 
Now, a householder trying to buy in 
, Government store is likely to find that 
the end of rationing means little. He may 
hwe plenty of money in his hand, but 
the goods he wants are not available. If 
his need is great, he goes to the open 
maket-sometimes referred to as a 
“egalized black market”—which - still 
functions. There, along with other buy- 
es. he bids for what is offered. If the 
gods he wants are scarce, the prices 
may skyrocket out of his reach. 

This lack of consumer goods is the 
quse of much grumbling in Russia. A 
big majority of the people are said to be 
tied of having to go without, just. to 
make possible the program of building 
heavy industry. They are asking whether 
this isn’t a good time for the Government 
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PURCHASERS OF RUSSIAN STATE BONDS 


to let up on the forced pace for a while, 
and let the people have the higher 
standard of living that they have been 
promised for so long. 

Response of the Russian policy mak- 
ers is a campaign intended to convince 
the rank-and-file workers that their lot is 
steadily improving. When the new ruble 
was introduced a year ago, many prices 
were lowered somewhat. With wages 
remaining the same, the first effect was 
to increase the buying power of the 
average city worker. The new ruble was 
bigger in size than the old, and the 
people were assured that this was “be- 
cause it was worth more.” Now the claim 
is made officially that “real wages” of 
the workers have been doubled in the 
last year. 

The Government, in its propaganda, 
keeps reminding the workers of the bene- 
fits they are supposed to be receiving. 
Whenever any prices are reduced—there 
were small markdowns recently on auto- 
mobiles, liquors, cosmetics and other 
luxury goods—the price cuts are an- 
nounced with much fanfare. Buyers are 
said to be able to purchase a car with 
three or four months earnings, and the 
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Is an interest in the future beginning to lag? 


fact is not stressed that, for the most 
part, the new cars can be bought only by 
Communist Party functionaries or by per 
sons whose salaries or wages are high 
enough to pay the price in cash. 

Ordinary Russian workers, however, 
recall that two years ago prices suddenly 
were doubled or trebled and that, even 
with the price cuts of the last year, their 
earnings are enough to give them only 
the barest necessities. 

A squeeze on credit for industrial 
projects, meanwhile, is forcing managers 
of those projects to eliminate waste, 
adopt more efficient methods and require 
greater output from workers. 

Under the Soviet system, the banks 
lend money, but never to individuals. If 
a workman wants to build a house, he 
gets money through the accounting office 
of the firm where he is employed. A 
writer or a doctor obtains credit through 
his professional union. The accounting 
office or union approaches the bank, 
negotiates the credit and takes responsi- 
bility for repayment. 

The only time a Soviet citizen enters 
a bank, other than a savings bank, is 
when he is on btisiness for his firm or 
organization. Then he deals with the 
Gosbank, which is Russia’s central bank, 
or with the special banks set up to finance 
agriculture, municipal construction 01 
long-term needs of industry. 

Basis of credit in Russia is a bank’s 
opinion of the borrowing firm’s ability 
to fulfill its share of the national plan. 

Through the use of their powers of 
control, the banks in Russia now are 
putting pressure on industrial firms to 
become more efficient. The flow of credit 
to these firms has been severely cur- 
tailed, and they are ordered to become 
self-supporting. But the firms are re- 
quired to maintain wages and gradually 
reduce prices. The only way they can 
meet both of those requirements is 
through greater efficiency. Managers of 
the firms, therefore, are putting pressure 
on their workers by making piece rates 
more exacting, premiums and_ bonuses 
less generous and labor discipline stricter. 

Net effect, for the individual Rus- 
sian, is that money is harder to earn than 
previously, although once earned it is 
worth more in terms of consumers’ 
goods. The forced pace continues, with 
the workers urged to build for the future 
by producing more and more, even 
though they get only a meager reward. 
Keeping the workers in a mood to main- 
tain this pace confronts the Government 
with one of its most difficult problems. 
Some U. S. officials suspect that the Rus- 
sian leaders deliberately build up the 
bogey of outside enemies, so that those 
leaders can appeal to their workers’ 
patriotism in driving for attainment of 
production goals, 
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Television: Movies’ Friend or Foe? 


Some of the glamour is being 
rubbed off the movie industry. 
Lost audiences are not coming 
back. Profits are down. 

Production costs are being 
trimmed to take up the slack. 
Stars still get big salaries, but 
there are fewer of them. 

Now television is causing 
headaches. Movie industry can’t 
decide whether to fight or join 
new living-room shows. 


Troubles of the motion-picture in- 
dustry are not fading with time. Fewer 
people are going to the movies than 
a year ago. Foreign countries continue 
to limit showing of American films and 
to hold down profits that can be en- 
joyed. Television at home is rising to 
create a question about where people 
will take more of their future enter- 
tainment—at home or in theaters. 

Movie stars no longer shine quite so 
brightly. Incomes are down. Employment 
in the film industry, over all, is down 
about 25 per cent from the 1946 peak. 
There are fewer big-name pictures, Some 
movie stars who doubled in radio find 
that the opportunities there are not quite 
what they were. Yet, in the top levels, 
nobody in the movie industry is going 
hungry for lack of cash. Profits, while 
down from 1946 and 1947, remain large. 

Salaries paid to moving-picture execu- 
tives continue to head the list of top sal- 
aries in the nation. Stars, when they have 
contracts, count the dollars in their 
weekly pay checks in the thousands, It’s 
just that there are not so many contracts 
to be had, not so many jobs to fill, At 
present, only 370 stars are under regular 
contract, compared with 750 in 1946. 
Writers under contract have fallen from 
600 in 1946 to about 450 now. 

Big spending by movie executives and 
stars is on the decline. Some stars who 
have lost their box-office appeal and no 
longer can command big salaries are 
selling their houses, yachts and other 
valuables. While most stars are not re- 
duced to disposing of their property, 
many have cut down on spending for 
luxuries such as furs, jewelry and swim- 
ming pools. 
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Reported from HOLLYWOOD 


Business in Hollywood and Beverly 
Hills, home of many of the higher-paid 
members of the film colony, is in a 
slump. Shops are closing, sales are fall- 
ing off, and real estate, in the words of 
one broker, is “flat on its back.” 

Big-name actors still receive large 


weekly salaries, but many of the lesser 
known ones no longer are under contracts 
that call for big pay whether they are 
making pictures or not. That’s where 
the pinch is felt. Many actors not under 
contract still are working, but they are 





INTO THE THEATERS—TELEVISION SCREENS 


Cutting corners on the cost of produc- 


ing films is common practice. Under the § 


lower budgets for making films, fewer 
persons are hired, less-expensive costum- 
ing and scenery are used. The result is a 
35 to 40 per cent saving from two years 
in the cost of producing many 


While Hollywood looks around fo; 
new ways to offset declining incomes, its 
really big fear is what television is going 
to do to the movie business in the years 
ahead. Many producers are frightened 








Can movies capitalize on their competition? 


being paid only for actual work per- 
formed. 

The practice of putting actors under 
contract to tie them up while being 
groomed as future stars is being discon- 
tinued. Studios in the past have had as 
many as 25 or 30 prospective stars under 
six-month options, figuring that, if one 
rose to stardom, the investment would 
be worth while. Metro-Goldwyn-Mayer, 
which followed that policy, now has only 
three persons on option. 

There is no sign that the level of pay 
is coming down for the top actors, writers 
and directors who are responsible for a 
picture’s success. But fewer persons are 
making the high salaries that these per- 
sons command, and cuts are showing up 
in the lower levels. That goes for salaries 
paid and the number of persons em- 
ployed. 


over the possibilities of this new form of 
competition, although some are predict- 
ing hopefully that television will stimu- 
late interest in the movies to a point 
where the film industry will benefit in 
the end. This hope is not shared by all, 
however. 

Two ways to meet the competition of 
television are opening up. One is for the 
movie producers to invest heavily in 
television itself, and in that manner help 
to control television programs and share 
in the profits. Another way is to make 
movies to be broadcast on television pro- 
grams. But each method has its draw- 
backs. 

It is not going to be easy for the 
movie industry to go into television in 
a big way, The Government has indicated 
that it does not want too close a tie-in 
between the two industries, Paramount, 
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one of the leading film producers, has 
been limited by the Federal Communi- 
cations Commission to the purchase of 
fve television stations, That is not a big- 
enough chain to give this company much 
of a share of the television business, FCC 
apparently wants to avoid a tie-up be- 
tween television and movies similar to 
that existing between the movie produc- 
ers and the theaters. Since television sta- 
tions are licensed by the Government, the 
movie industry will not have a free hand 
in determining how deeply it buys into 
television, 

Few producers of films, up to now, 
have gone into television, although most 
are investigating it. Twentieth Century- 
Fox tried, and failed, to ‘buy the Ameri- 
can Broadcasting Co. so it could obtain 








television outlets. A few television com- 

panies have been formed by movie pro- 

ducers. But, for the time being, New 

York, not Hollywood, is the television 
center of the country. 

If Hollywood, instead of investing 
heavily in television stations, turns to 
television as a market for its films and a 
source of new revenue, it will find that 
few television advertisers can. afford to 
pay for films as now produced. Picture 
making in the Hollywood manner runs 
into many thousands of dollars, some- 
times into millions, and advertisers are 
likely to be wary of spending that kind 
of money for a film that can be shown 
only a limited number of times. Even 
shorter films, adapted especially to tele- 
vision broadcasts, will be too costly for 
most program sponsors. The industry 
has a long way to go in working out new 
techniques before it can make a profit 
out of selling new movies to television 
stations for home broadcasts. 

There is another important television 
outlet for films being developed, how- 
ever, that should prove profitable to 
Hollywood. By 1952, most important 
theaters are expected to be equipped 
with television screens. With more films— 
standard plus television—going into pro- 
duction and distribution, overhead costs 
of the industry can be reduced, and earn- 
ings improved. 

Despite the problems that must be 
overcome before television provides a 
profitable outlet for Hollywood films, 
the movie industry expects eventually to 
provide 60 to 70 per cent of all tele- 
vision shows. Films, in other words, will 
be to television what transcribed pro- 
grams now are to radio. If this becomes 
true, only one television program out of 
three will be a “live” show, and some of 
these will be sport and current-events 
broadcasts that require no rehearsing or 
expensive techniques. 

Other problems that have bothered 
Hollywood recently are straightening 
themselves out. Unfavorable publicity 
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FOR TELEVISION, COSTS MUST BE HELD DOWN 





—Cinecraft Productions, Inc. 


Could film makers cut enough corners? 


resulting from investigations of Commu- 
nist activity in the film industry is dis- 
appearing. Court proceedings, publicity 
and house cleaning by studios themselves 
have driven Communists and _ fellow 
travelers underground. 

Labor troubles are fading. Jurisdic- 
tional strikes, once a serious problem in 
the industry, have died down. This is 
attributed by some union leaders to the 
decline in Communist influence in 
unions. The AFL Film Council is trying 
by publicity inside the industry to re- 
duce labor conflict. 

The long-range outlook for the movie 
industry is closely tied to television. If 
television provides a big new market for 
films, it can provide a boom for Holly- 
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wood. If, on the other hand, people in 
the future prefer to take their amuse- 
ments from television at home and desert 
the movie theaters, television will be a 
heavy blow. 

The foreign market for films, as it ex- 
isted before the war, seems to be gone. 
Hollywood once counted on getting 30 
per cent of its profits from sale of pic- 
tures abroad. Gross earnings from for- 
eign sales fell to $100,000,000 in 1948, 
from $124,000,000 in 1947 and $138,- 
000,000 in 1946. In this country, movie 
attendance is off 18 per cent from the 
high point of 1946. 

Hollywood, at the moment is sick, but 
few in the industry believe its troubles 
are incurable. 
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—Columbia Pictures 


IN HOLLYWOOD, EXPENSES CAN RUN INTO THE MILLIONS 
Would the industry profit by penny pinching? 
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LAST OF THE GRAY MARKETS 


Reported from DETROIT, NEW YORK and CHICAGO 


Customers can get almost any- 
thing they want now, including 
lower prices. Shortages, gray 
markets are about gone. 

Some automobiles, metals, 
housing still bring premiums. But 
that is ending, too. Shoppers are 
willing to wait, to look around a 
bit, to find something else. 

Buyers, not sellers, are decid- 
ing who gets what goods. 


The era of black markets and gray 
markets definitely is ending in this 
country. Sheet steel, a few popular 
makes of automobiles and leases to 
apartments are about the only items 
that buyers will still pay premiums to 
get. As 1949 starts, U.S. is settling 
down to its usual way of doing busi- 
ness. That means a buyer’s market in 
virtually everything. 

Even in steel and automobiles, the end 
of premium prices is near. Extra charges 
are being slashed. Gray-market sheet 
steel sold for $230 to $250 a ton last 
autumn. Now the price is down to about 
$170. In new “used” cars, the premium 
on the most popular higher-priced car is 
only a third as large as a year ago. Six 
makes of autos sell at discounts on resale, 
rather than at premiums, Low-rent apart- 
ments, however, remain scarce and only 
high-rent space is becoming more plenti- 
ful. 

Increasing supplies and growing wari- 
ness of buyers are producing a telling 
effect in most fields where, a few months 
ago, shortages were prevalent and sellers 
ruled supreme, 

In consumer goods there are no gray 
markets except in automobiles. Anti- 
freeze, permanent type, is hard to find, 
but motorists take the plentiful nonper- 
manent mixtures rather than pay extra 
for the permanent kind. Chains, tires, 
batteries and auto parts are readily avail- 
able. 

Home-appliance output surpassed new 
orders months ago, and that killed the 
tie-in sales and bonuses to salesmen that 
were familiar just after war ended. Sales 


of appliances at department _ stores 
dropped about one third since last 
autumn. Attractive trade-in allowances 


and lower prices are offered increasingly 
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on washing machines, radios, refrigera- 
tors, ironers, water heaters, ranges, 
cameras and other once-scarce items. 
Scarcity of replacement tubes for tele- 
vision sets is reported, and a _ few 
electric gadgets, such as toy electric-train 
parts, are not always available. 

Furniture manufacturers are at present 
suffering from overproduction. Shortages 
of shirts, suits, overcoats and pajamas, 
which caused a furore during the 1946 
demobilization’ period, have been suc- 


ceeded by widespread price cutting 
and overabundance in certain lines of 
clothing. 


Meat, butter, sugar and other foods 
that were sold in big black markets at 
one time or another are no problem now. 
Prices are sliding generally. Soap is in 
that class. 

Hotels in many places are begging for 
business. A black market in railroad 
reservations flourished during the _holi- 
days, on most heavily traveled routes. 
Some holiday travelers reported as having 
paid from $5 to $35 extra for travel 
reservations. That, and excessive rentals 
are about the only reminders of early 
postwar rackets. 

Building-materials gray markets ap- 
parently have disappeared. Lumber 
prices are down. Plywood manufacturers 
say gray-market operators are in a panic 
because they overbought when produc- 
tion was rising and as a result are forced 





STILL AT A PREMIUM: STEEL 
. .. but the price is dropping 


to sell at a loss. Cement supply and 
demand were upset by the ruling against 
basing-point prices and by freight-car 
shortages, so temporary local shortages 
sometimes occur and prices are higher, 
But gray-market deals are uncommon. 
Nails, gypsum board, hardwood flooring, 
plumbing fixtures and similar items are 
not gray-market items now except in 
isolated instances. Housing starts 
expected to decline in 1949, further eag- 
ing materials demand. 

Important shortages remaining, 
aside from steel, are confined to alumi- 
num, copper and tin. 

The three aluminum producers control 
sales so rigidly that little if any new 
aluminum metal is believed to get into 
gray-market deals. Industry sources re- 
port a definite slowing of demand here 
and there for primary aluminum, in fact. 
That foreshadows the end of the sellers’ 
market in scrap aluminum. Scrap still 
brings 9 to 10 cents a pound more than 
the new aluminum metal, whereas, in 
an ordinary market, scrap aluminum sells 
for less. 

The copper shortage continues to ham- 
per some industries. Cutbacks by manu- 
facturers of appliances may ease the situ- 
ation in 1949. Demand is great, and some 
producers of copper wire, for instance, 
are talking about reducing output unless 
copper supply increases. But buyers are 
backing away from copper scrap at 
premium prices, where they were rush- 
ing to buy it a few weeks ago. 

Tin is so short that it is the only metal, 
besides antimony, that is still rationed by 
the Government. The strict allocation 
system prevents gray-market deals, how- 
ever. Television-set manufacturers say 
they have not been promised enough tin 
to meet their production schedules in 
1949. 

Demand is said to be slowing for lead, 
zine and other metals. When industrial 
production starts to slip a little, as in 
recent weeks, supplies of metals increase 
relative to demand rather quickly. 

Coal stocks are so large many opera- 
tors are shutting down periodically. Coke 
stocks are up the normal 42-day supply 
for the first time in years. Oil demand is 
less than forecast. Chemicals are plenti- 
ful and export restrictions have been 
relaxed somewhat on caustic soda and 
soda ash. 

The buyer, not the seller, is calling 
the tune again in the U.S. That is in the 
prewar U. S. tradition. 
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LONDON....PARIS....FRANKFURT....MOSCOW.... 





>> After another operation on the industrial heart of Europe, the Ruhr..... 
French politicians feel better, feel somewhat more secure, for time being. 
German politicians feel much worse, sure their strength is oozing away. 
Soviet politicians see another opportunity to woo Germans away from West. 
U.S., British officials, who arranged for this latest operation on the 

Ruhr, feel relieved at French agreement, now hope Ruhr can step up its production 

of coal, coke, steel, can soon reduce the load being carried by U.S. taxpayers. 
Ruhr, itself, looks about the same as it did before the operation. 

















>> Actually, you can read a number of things into this new six-power agreement 
on the Ruhr. What you read into it depends largely on where you sit. 
Frenchmen see an international agreement binding Western allies to police 
the Ruhr, protect France against invasion, against unbridled competition, too. 
Germans see their principal source of economic strength run by foreigners, 
for foreign benefit. Naturally, Germans would prefer to run Ruhr for themselves. 
Russians see a scheme to build up the Ruhr, aimed primarily at them. 
Britons see a hopeful compromise, chance for stability in Western Europe. 
Americans see revival of free enterprise, no cartels, lots of production. 
Internationalists see, or hope they see, these things: International con- 
trol of Ruhr, maybe permanently; gearing in of Europe's biggest concentration 
of coal, coke, steel with that of Western Europe; firm base for U.S. of Europe. 





>> What the Ruhr agreement itself says, what it promises, is this: 

Disarmament of Germany remains a prime purpose. A military security board, 
acting as agent for West's three military governors, is to see to this, at least 
as long as military occupation lasts, probably until a peace treaty is written. 

Recovery of Western Europe is also a prime purpose. For this purpose an 
International Authority for the Ruhr, IAR, is soon to be established. Job of 
IAR is to supervise Ruhr production and distribution in the interest of both 
Germany and Western Europe. It's something new on the European landscape. 








>> Blueprint for IAR, which could be quite a powerhouse, looks like this: 
Membership includes U.S., Britain, France, Belgium, Netherlands, Luxem- 
bourg, and the provisional government of Western Germany, when and if established. 
Voting rights on IAR council, Authority's board of directors, give three 
votes apiece to U.S., Britain, France, Western Germany, one apiece to others. 
Duties, major responsibilities as set forth in the agreement: 
To allocate Ruhr's coal, coke, steel as between needs of Germany and those 
of Western Europe, specifically the Marshall Plan countries. 
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To review Ruhr's prices, tariffs, trade practices, other commercial arrange- 
ments that might discriminate, might impede shipments from or access to Ruhr. 

To safeguard financial interests of foreign investors in Ruhr properties. 

To prevent return of Nazis to key positions in Ruhr industry, and to check 
industrial policies that might result in excessive concentration, in cartels. 

To stand watch against default or sabotage of this agreement by Germany. 








>> More significant, it may be, is what Ruhr agreement omits or plays down. 
Question of ownership of Ruhr properties, of Europe's biggest coal mines 
and steel mills, is left unsettled, outside IAR's province, allowed to go on as 
chief source of U.S.-French dispute over Ruhr. It's a basic question. 
U.S. sayS West German Government is to determine ownership. France, fear- 
ing German decision, assumes peace negotiators will write the final ticket. 
Management of Ruhr properties, though under general supervision of IAR; re- 
mains in German hands. They actually run the mines and mills. 
Control of Ruhr production and distribution, assigned to IAR, is in fact 
subject to veto power of U.S.-British military governors, is further complicated 





by industry-control groups, now being set up by U.S., British, French. 
Additional limitations on power of IAR exist in big-power agreements that 
already govern allocation of Ruhr products, determine German level of production. 
So it remains to be seen whether the new Ruhr authority can grow big and 
strong in this atmosphere, whether it can really grow into something permanent. 
Immediate uncertainties are attitude of French parliament, which may not 
back its Government, and attitude of German workers, who can cripple production. 








>> On the other side of Europe, behind the Iron Curtain in Soviet Russia..... 
War against science is taking shape, assuming major importance. 
Key scientists are being harshly criticized by the official press, dismissed 
from prominent posts, submerged in minor jobs, in some cases exiled to Siberia. 
Fame, international renown of outstanding scientists, seems to offér little 
protection. Favorable reputation in West, in fact, may be a handicap. 
Total number involved can only be guessed at. All that is known for sure, 
outside Russia, is that some of the Soviet Union's most accomplished scientists 
have been demoted or purged, that others apparently face a similar fate. 














>> An incomplete tally, covering a few recent weeks, reveals this: 
Atomic physicists, four so far, are under fire for uSing certain "Western" 
theories, for hinting that scientists can't solve any problem set before them. 
Medical researchers are in hot water for deviating from Stalinism in their 
research. Three men, including Russia's authority on malaria, have been fired. 
Agricultural scientists, including men responsible for much of Russia's 
progress in plant improvement, in genetics, have been forced out of top jobs. 

At least 12 are known to be affected. Several are thought to have died in exile. 
Others under fire include mathematicians, statisticians, leading economists. 
Struggle for power by a few ambitious pseudo-scientists apparently explains 

some of this current campaign. Other, deeper reasons: Extreme nationalism demands 














all-Soviet science, free from Western influence. That's one reason. Another is 
that certain scientific ideas conflict with Stalinism, can't be tolerated. 

End result, if this war on science continues, will be to hold back Soviet 
industry, agriculture, defense. It's something for the West to keep an eye on. 
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4 Every manufacturer and businessman who is thinking 
West needs this free book about the NEW West and 
especially the many advantages of locating a Pacific Coast 
plant in Metropolitan Oakland Area, California. 


52 PAGES of facts, figures, photos and maps that show 


the West. And that Metropolitan Oakland is the best 
location from which to serve the five big fast-growing 
high-income markets of the Eleven Western States. 


WRITE FOR THIS FREE FACTBOOK TODAY! 
“How to win the markets of the NEW West” will give you 
the basic facts about the advantages of this Area from the stand- 


4 [ A N 1 AR f A points of central location, manufacture, distribution, transporta- 
“tn tion, power, resources and many other angles. Write today! 
a FoR METROPOLITAN OAKLAND AREA 
C 390 Chamber of Commerce Building, Oakland 12, Calif. 


CALIFORNIA GOLD RUSH CENTENNIAL—Celebrations in Northern California through- 
out 1949. Many other special events and scores of points of interest. 


nine The NATURAL Industrial Center of the NEW West 
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ank your lucky Stars 
Stripes), Son! 


Allis-Chalmers Teams with All Sduvde and Industry to Contribute to Your Good Living! 


Alding Science —Today, for example, 
Allis-Chalmers’ 22-million-volt Beta- 
tron is furthering medical and indus- 
trial research in the use of super- 
powerful X-rays. 


Aiding Manufacturers — A-C “devel- 
opments in pumps, motors, drives, 
power generating and distributing 
équipment help boost output, lower 
costs in all industries—add to depend- 
ability and long-life performance. 


a 


Aiding Utilities — Hoover, Shasta and 
other public power projects—dozens of 
private power and light companies— 
produce low-cost electric power with 
Allis-Chalmers turbines, generators, 
transformers, switchgear. ” 


Practically everything 
you use and enjoy 
in your everyday 
life is processed at 
some point by 
Allis - Chalmers machines 
and equipment! 





UNDER NO OTHER FLAG IN THE WORLD could this youngster 
dream his dreams with the same hope of achieving them—with as many 


great opportunities of realizing them—as under Old Glory! 


Doesn’t that say just about everything for the American system of 
free enterprise—for the American teamwork of men and machines that 


makes possible this Good Living? 


ALLIS-CHALMERS MANUFACTURING COMPANY, MILWAUKEE 1, WISCONSIN 





ALLIS-CHALMERS< 


One of the Big 3 in Electric Power Equipment — 
Biggest of All in Range of Industrial. Products 
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panera seep BACKLOG of “needed” public 

works is piled up for States, counties, cities. That 
is the estimated cost, at present prices, of modernizing 
public services and enlarging them to care for in- 
creased population. 

Federal projects are not included in this estimate 
of the Federal Works Agency. Those projects, if in- 
cluded, would add more billions to the estimate. 

A reserve of public-works demand has been ac- 
cumulating since 1930. It has grown by leaps and 
bounds in recent years when population rose sharply 
and building costs, as well as material shortages, dis- 
couraged local governments from going ahead. 

At this time when there is evidence that business 
may be entering a period of hesitation, the public- 
works backlog can take on special importance. High- 
ways, schools, hospitals, water systems, other proj- 
ects will be pushed ahead once other activity slows. 

What U.S. needs is shown by the Pictogram. 

Roads investment required for mounting traffic is 
estimated at about $60,000,000,000. Almost half the 
nation’s highways may have to be rebuilt in 10 vears, 
or highway service will slow down. Construction costs 
more than doubled between 1939 and 1948. But State 
after State is starting big-scale rebuilding programs 
after despairing of any real cost decline soon. A 15 
per cent rise in highway work is forecast for 1949. 
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ant Hfstimate of the Needs of States & Local Communities 


Schools needed would cost $10,500,000,000 to build 
now, by FWA estimate. About 3,000,000 new children 
will enter school in 1949, and the 1953 entering 
classes will total 3,700,000. That will require a min- 
imum of 200,000 new grade and high-school class- 
rooms. 

Waterworks and sewers needed will cost taxpayers 
$9.500,000,000 in years ahead unless costs decline. 
This type of service cannot be delayed long if cities 
are to grow. 

Hospitals represent another essential public in- 
stallation that many communities must expand. Total 
hospital needs are valued at $8,500,000,000 by FW A’s 
economists. 

Public buildings will require a $3,500,000,000  in- 
vestment in years ahead if needs are to be.met. Air- 
ports, needed for air lines and defense, are valued at 
$3,500,000,000. Power plants, docks, wharves and 
other service installations needed now are estimated 
at $2,500,000,000. Parks and playgrounds worth $2.- 
(00,000,000 should be provided, as FWA sees it. 

Rebuilding public-service plants ‘of the U.S. to 
meet demands of a growing and aging population 
promises to be the most expensive undertaking of its 
kind that any nation ever attempted. No exact fore- 
cast of the total dollar cost can be made, but these 
estimates give a rough measure of the job ahead. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.“’ 

GEORGE WASHINGTON 
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BUSINESS DOWNTURN: IS IT HERE? 
AN INTERVIEW WITH MARRINER S. ECCLES 


Member of the Board of Governors, Federal Reserve System 





EDITOR’S NOTE: Marriner S. Eccles, as a banker 
and public official, has been in a position for many 
years to observe financial and economic trends. 
For 14 years, beginning in 1934, he was Chairman 
of the Federal Reserve Board. He stepped down as 
Chairman a year ago, but continues as a member 
of the Board. 





The editors of U.S. News & World Report 
invited Mr. Eccles to come to our conference 
rooms to discuss his own views on the business 
outlook and on the problems of inflation and 
deflation. 

This is one of a series of interviews with leaders 
in business, labor, agriculture and Government. 








Q Can you tell us, Governor Eccles, whether you 
think the inflation is over or not? 

A A lot of scattered evidence has been piling up 
recently indicating inflation is coming to an end and 
downward adjustments are developing in certain 
areas. Of course, whether you think inflation is over 
depends upon the weight you place on this evidence 
and whether you believe the basic forces that have 
caused inflation have worked themselves out. Natur- 
ally, any conclusion can be upset by Government 
action. 

Q What was the major cause of the inflation? 

A An excessive money supply has been the No. 1 
cause. From 1940 to the end of 1945 we tripled the 
volume of money in the hands of the public by financ- 
ing a substantial part of the war’s cost by the Govern- 
ment’s selling its bonds to banks. In addition, the 
public accumulated a large amount of Government 
bonds, current income continued high, and credit of 
all kinds was readily available. Therefore, at the end 
of the war the public had far more money to spend 
than there were goods to buy. A huge backlog of 
demand, particularly for housing, consumer durable 
goods and capital goods, accumulated during the war. 
In addition, world food supplies were short. With the 
premature removal of excess-profits taxes and nearly 
all controls shortly after the war, prices of goods were 
pushed up as buyers scrambled for what was available. 

Q Some people claim that increased wages, agricul- 
tural prices, and easy credit terms for houses, spon- 
sored by the Government, were primarily responsible 
for inflation, and not the increased money supply. 
What about this? 

A The excessive money supply came first. This 
brought about increased prices, which in turn brought 
about increased wages and profits. This inflationary 


development further increased the demand for credit, 
which brought on further increase in prices, wages and 
profits. This is the inflationary cycle that has been 
developing for the past three years and which has 
brought about the rapid increases we have witnessed 
in most wages and prices. The Government has as- 
sisted in this process through its easy credit terms for 
housing, its farm support prices, and its huge federal 
expenditures. 

Q If we had too much money after the war, couldn't 
something have been done to stop inflation by reduc- 
ing the amount? 

A Yes. In fact, something was done. The Federal 
Government collected substantially more in taxes and 
other receipts than it paid out for expenses during the 
past two fiscal years. This surplus was largely used to 
retire Government debt held by the Federal Reserve 
and the commercial banks. This was the reverse of 
the process that created the excess money during the 
war. 

Q But isn’t it true that the volume of deposits and 
currency held by the public has not been reduced 
since the war, but has increased instead? 

A You are right. The reduction in the money sup- 
ply, which the Government surplus was causing, was 
nullified and then some through the expansion of bank 
credit to businesses, consumers, farmers, real estate 
buyers and other borrowers. The sale of Government 
securities by nonbank investors, particularly the in- 
surance companies and savings banks, to the Federal 
Reserve also created new money. In order to main- 
tain the support prices, the Federal Reserve purchased 
these securities as it was the only residual market. The 
new money thus created added further to the inflation- 
ary pressures, because additional money was being 
placed in the hands of the public when there was 
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“I wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 








already an excess of purchasing power. While this 
inflationary credit expansion was going on, personal 
income taxes were reduced and Government expendi- 
tures were increased, thus practically eliminating the 
budgetary surplus “and hence its anti-inflationary 
effects. 


Evils of Inflation 


Q We hear a lot about the evils of inflation, but 
although we have had a very rapid inflation since the 
war, we have certainly had prosperity too. Why not, 
itis asked, just let inflation go on? 

A It is most unfortunate that the Government has 
permitted the inflation to develop as far as it has. 
It certainly should not be permitted to go any farther 
because the farther it goes the more difficult and pain- 
ful will be the ultimate adjustments, and the greater 
will be the inevitable intervention on the part of 
Government. It is probably easier, at least for a time, 
to maintain employment and production if prices are 
going up rather than holding even or declining. Of 
course, we haven’t had an inflation like the German 
inflation after World War I, but we have had a sub- 
stantial inflation. Consumer prices are up an average 
of 75 per cent since 1939, and since the end of the war 
they have risen about 35 per cent. Prices of housing, 
most foods, and many other consumer as well as 
capital goods have increased much more. An inflation 
of this size brings with it serious dislocations which 
make for future trouble. The longer ‘it is allowed to 
continue the more difficult the ultimate adjustments. 
Q Can you tell us what sort of dislocations you 
mean? Are you, for example, thinking about the rapid 
decline in the purchasing power of pensions, annuities, 
and other fixed income? 

A Yes, that is a good example. I don’t mean that 
there is anything bad about an average price level such 
as we have now as compared with what we had pre- 
war. The thing that causes trouble in an inflation is 
that it is so uneven. Some are greatly benefited; others 
are badly hurt. Most businesses, farmers, and organ- 
ized laborers have come out very well, but a large 
segment of the people has been squeezed by inflation 
because their incomes buy much less than they did. 

Q Is this part of what you meant when you said 
evidence was piling up that the inflation was slacken- 
ing? 





Some deflation is close at hand—Prices and production weaker in the soft 
goods industries—Fourth round of wage increases could expand bankrupt- 
cies—Certain types of taxes should be raised to provide more revenue 


A That’s right. That is part of it. The need for goods 
is still great. But a big group of the buying public has 
been priced out of the market for many goods. Had it 
not been for the easy consumer and housing credit 
available, and the huge backlog of savings, many more 
would have been priced out of the market before now 
because current income would not have justified their 
purchases. But this situation is changing. What is 
happening is that the increasing spread between the 
economic fortunes of large segments of the public is 
making it more and more difficult for these groups to 
do business with each other. The lower and fixed- 
income groups, for example, just can’t do their share 
of consuming at present prices. The time comes when 
those who have been able to satisfy their backlog 
demands will be out of the market. You will then 
need the buying power of those groups who have not 
been able to satisfy their needs, and this buying isn’t 
going to be there in sufficient amounts to sustain the 
present inflation. 


‘Necessary Deflation’ 


Q Do you feel that this situation is close at hand? 

A I believe that over the immediate period ahead, 
some necessary and desirable deflationary develop- 
ments are likely to take place unless there is a sub- 
stantial increase in Government expenditures on a 
deficit basis or further important expansion in the 
money supply. In other words, some slack is develop- 
ing, and if it is not taken up by substantially higher 
Government expenditures, and/or bank-credit expan- 
sion, I believe that some deflationary readjustment 
will soon occur which will help to correct the more 
serious maladjustments in prices and incomes. This 
would be all to the good. 

In order to maintain present inflated levels, we must 
not use the props which are appropriate for depression. 
That is, we should not, at present inflated prices, em- 
ploy the cushions that should be available to ease off a 
recession. 

Q What sort of cushions are there? Do you think 
we have cushions to prevent deflation from being 
serious or prolonged? 

A I am thinking of the huge backlogs of needs for 
all kinds of public works, federal as well as State and 
municipal, such as schools, hospitals, roads, reclama- 


(Continued on page 36) 
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THE NO. 1 CAUSE...EXCESSIVE MONEY SUPPLY 


tion and public housing; also of the needs for private 
homes and many kinds of durable goods; as well as 
easing of credit terms, increased Social Security bene- 
fits, and an inflationary fiscal policy. A large amount 
of liquid assets is still widely held by the public. Gov- 
ernment expenditures will tend to remain high or 
increase and tax revenues will fall as a recession gets 
under way. Therefore, the federal budget will auto- 
matically become unbalanced and will tend to cushion 
the decline. We should prevent too great a slump 
in farm prices by means of Government support, 
but that doesn’t mean that they should be main- 
tained at present inflated levels. I believe that a 
deflationary adjustment coming now would not be 
of long duration or too severe and could be very 
salutary, whereas, if we now waste our elements 
of strength to sustain inflationary dislocations, the 
postponed deflation would be much more serious and 
of longer duration. 

Q Isn't it likely that we have already used up some 
of the cushions? : 

A Yes. There has been a very large capital expendi- 
ture by business, estimated at $19,000,000,000 this 
year. Total expenditures covering capital goods, hous- 
ing, and consumer durable goods for this year are 
estimated at $57,000,000,000; this is nearly three times 


the average of the immediate prewar years (1939-40). 
Some of these expenditures could have been deferred. 
Such a large program cannot be sustained indefinitely 
and wherever possible further expenditures should be 
postponed until costs are lower. 


Soft Spots in the Economy 


Q You stated that, if Government deficit expendi- 
tures and bank credit did not increase significantly, 
inflation may be reversed. What are some of the signs 
you see that indicate this? 

A In several important areas, particularly in the 
soft-goods industries, prices are weakening and pro- 
duction is being cut back. Large crops have pressed 
down the prices of a number of agricultural commodi- 
ties to support levels; this is being reflected in lower 
prices of practically all food products. Private con- 
struction, particularly housing, is declining. Inven- 
tories are at an all-time record high and pressures to 
reduce most of them are very great. Sales volume in 
most lines is leveling off or declining. Bank credit is 
also falling off and savings are increasing. Our export 
surplus has been contracting as production in other 
countries has increased and as they have used up their 
gold and dollar resources. 

Q What about possible increased spending for 
military preparedness? 

A That, of course, is a factor that would delay a 
correction of the present undesirable inflationary situ- 
ation if it were large enough. Such additional expendi- 
tures, however, are in my opinion unnecessary and 
should be strongly resisted. They would be especially 
bad for the economy at this time because they would 
increase the demand for those products in shortest 
supply, such as lumber, steel, copper, aluminum, 
other metals, etc. I fully agree with the President and 
Dr. Nourse [Edwin G. Nourse, Chairman of the 
Council of Economic Advisers] in their expressed 
desire to hold down these expenditures. There is plenty 
of slack in the proposed $15,000,000,000 military 
budget if real efficiency and economy displace waste 
and extravagance. This also applies to some other ac- 
tivities of Government which are very wasteful and in- 
efficient, and some of which could be consolidated or 
eliminated altogether. 


Effect of More Wage Rises 


Q What about a fourth round of wage-rate in- 
creases and other benefits for organized labor? 

A I think a fourth round would be bad both for the 
economy and for organized labor itself. Wage rates 
and other benefits of the organized groups of labor 
are already out of line with those of other labor. 
Higher wage rates could easily mean fewer jobs. Prices 
of the goods and services where the pressures for these 
increases are likely to be the greatest, as, for example, 
construction, automobiles and fuel, are already out of 
line. This gets back to the dislocations and distortions 
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of inflation I mentioned. Business might, of course, 
absorb some wage increases out of profits without 
price increases, but it would be much better for the 
economy as a whole to reduce prices than to increase 
wages in the already high wage groups. This would 
bring about a better balance and benefit everybody 
instead of a few. If a fourth round of wage increases 
takes place, it will have to be added on transportation 
and utility rates, and probably would be added on to 
the price of essential goods in short supply. In the 
case of marginal industries, where there is little or no 
profit, and there are many of them among the smaller 
businesses, the increased cost cannot be added and a 
fourth round could bring on bankruptcy. In any case, 
a fourth round of wage increases, if not added to 
prices, would substantially reduce the amount of 
income taxes paid to the Government by business. 

Q Does this mean you think nothing should be done 
about wages? 

A No, I think that legislation should be passed in- 
creasing the 40-cents-an-hour minimum wage by at 
least 50 per cent. Although this would not increase the 
pay of the great majority of workers, because their 
wage is already above that minimum, it would act as 
a floor, and thus provide for the unorganized workers 
an important stabilizing cushion in case of a recession. 

Q Can prices be reduced without cutting wages? 

A Yes, by increased efficiency and economy on the 
part of business, by technological development that is 
always under way, by the reduction of business profits 
of not only the manufacturers but the middlemen— 
auto dealers for example—where these profits are out 
of line. But, in addition, particularly in the building 
trades, labor could help greatly, not only itself but the 
economy as a whole, by increasing its productivity. 


Tax-Revenue Prospects 


Q What should be done about taxes? 

A This, of course, will depend on economic trends 
as well as the revenue needs of the Government. We 
certainly should have a substantial cash surplus as 
long as present capacity production and employment 
are maintained. This is not only essential, but it is the 
keystone of an anti-inflation program. As a first meas- 
ure under any economic condition the Post Office De- 
partment, which is losing $500,000,000 a year, should 
be put on a pay-as-you-go basis. Tax-avoidance loop- 
holes, legally permissible, should be closed, and tax- 
collection machinery should be strengthened, so that 
all taxes due the Government will be collected. We 
should revise the excessively liberal depletion reserves 
allowed, particularly to the lumber, oil and mining in- 
dustries, whereby a reduction for tax purposes is per- 
mitted after the original investment has been returned 
many times. In general, the earnings of these indus- 
tries have been among the ‘highest even after such 
heavy depletion charges. 

With respect to higher taxes, I would not favor in- 
creasing personal income taxes now. But if they are 
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increased, the increase should apply only to those in 
the middle and higher income groups, as they are the 
ones who received the greatest benefits from last year’s 
tax-reduction bill through the reduction of rates and 
particularly as a result of the community-property 
provision. 

Q I take it you favor a corporate excess-profits tax 


then, or an increase in the normal tax on corporate 


profits? 

A I would favor an excess-profits tax in preference 
to an increase in the normal tax on corporate profits. 
The normal tax and the surtax together, of 38 per 
cent, is already a high tax in the case of a great many 
companies, particularly the marginal producers, the 
railroads and the utilities, whose earnings on invested 
capital are relatively small. An excess-profits tax 
would largely be applicable in those cases where the 
greatest price inflation has taken place. It is an anti- 
inflationary tax and might be essential if inflationary 
conditions continue strong. However, in a depression it 
would bring little revenue and would be harmful to 
business activity. I recognize, moreover, that there are 
some valid objections to the excess-profits tax because 
of the difficulty of applying and administering it in a 
peacetime economy. 

(Continued on page 38) 
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Q What sort of tax increase then do you suggest? 

A I would prefer a tax on those corporate earn- 
ings which are not paid out as dividends. This 
would mean the equivalent of an increase in the 
normal tax only on that part of the corporate 
profits which is retained in any year instead of on 
all the profits. This is justified on the grounds that 
the Government does not collect personal income 
tax on these earnings, whereas on the earnings dis- 
tributed, a large percentage is paid in individual 
taxes. The failure to have such a tax has induced 
corporations to retain an abnormal amount of 
their earnings. It is estimated that they paid 
out only 35 per cent of profits in 1948 as against 
50 per cent during the war years and 70 per cent 
in 1929. In order to avoid a penalty under exist- 
ing law, Section 102, corporations have had to 
show a need for the retained funds and this has 
made for inflation, particularly in the construction 
field, and has tended to bring about business con- 
centration through the buying up of related prop- 
erty and businesses, especially small business. A 
15 per cent tax on the corporate earnings retained 
in 1948 would yield the Government about 
$2,000,000,000. In case such a tax induced corpor- 
ations to pay out more of their earnings, the taxes 
collected by the Government would be substantially 
higher because the average rate paid by individuals 
receiving the dividends would be much highe? than 
the 15 per cent. The suggested tax would serve as 
a substitute for the penalty tax provided under 
Section 102. 

This kind of tax would also be especially good to 
have on the books during a depression period. 
Whereas in an inflation, as I have stated, business 
uses its earnings freely and adds to the inflationary 
pressures, the reverse is true in a depression. This 
tax would tend to put into circulation corporate 
earnings, which, otherwise, in a depression, might lie 
idle or be used unnecessarily to pay off debt, which 
is deflationary. Based on past experience, business 
becomes more liquid in depressions because of lower 
prices, smaller inventory, and reduced outstanding 
accounts, and there is less need for capital expendi- 
tures. They do not as a general rule have use for 
their rainy-day reserves when the rainy day comes. 
Therefore, they should not add to them and thereby 
add to deflationary pressures during a depression 
period. 


Changes in Corporate Profits 


Q In your opinion, are corporate profits too high? 

A There has been considerable comment that 
current business profits, although more than double 
those of the war years, are not too high because the 
current figures are overstated. The two principal 
reasons given are: (1) They contain a large volume 
of short-lived inventory profits, and (2) the depre- 
ciation charges used in calculating profits are based 
on low original costs previously incurred rather than 


on current higher replacement costs. However, these 
reasons may be subject to question, when one con- 
siders what the level of corporate profits would be 
if the adjustments suggested were made. Estimated 
annual corporate profits this year, before income 
taxes, would still be 234 times those of 1929 and 
much more than those of any prewar year, even if 
all inventory profits were omitted and depreciation 
charges were increased by 50 per cent. I recognize, 
however, that profits are very spotty from busi- 
ness to business. Even today there is a large per- 
centage of companies that are making little or no 
profits. 

It has been said that no tax increase should be 
made that might drain off investment funds because 
of an alleged shortage of such money. Actually, 
there has been no shortage of funds for investment, 
or consumption, for that matter. Businesses have 
had available a total volume of funds for invest- 
ment in excess of the supply of capital goods. As a 
result, prices of materials, which have gone into 
this field, have been greatly inflated. If less money 
had been available for investment, about the same 
physical volume of capital-goods production might 
have taken place, but would have sold at lower 
prices. Some of the worst distortions of the infla- 
tion would thus have been avoided. 


Shortage of Venture Capital 


Q But has there not been an increased shortage 
of equity or venture capital for businesses during 
recent years? 

A No, contrary to the general belief, that has 
not been the case. In the postwar period business 
equity financing has been as large a proportion of 
total funds used by business as in the prewar period, 
if you take into account the use of retained earnings 
of corporations. If corporate earnings had been paid 
out in dividends, more money would have been 
available and attracted to the purchase of corporate 
stocks. Because such a large amount of the savings 
of the country goes into insurance companies, sav- 
ings banks, pension funds and trust funds, the 
market for equity financing is naturally curtailed. A 
liberalization of the restrictive laws and policies 
governing these institutions and funds would im- 
prove that market. 

Q What about controls on credit? Do we need 
these now, particularly if we don’t get an upward 
pressure on prices? 

A I would say if the present inflation is being 
sustained by a further expansion of credit, which 
means borrowing against the future, then that 
should be prevented from happening by using such 
credit controls as are available, or securing addi- 
tional controls if those available are inadequate or 
should not be used. Even though credit controls 
may not be necessary at present, it certainly would 
be desirable to have adequate and usable controls 
available in case of future need. 
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Job for Soothing Talents of Sam Rayburn: To Unify Democrats 
And Guide Through House the Program Promised by President 


>Sam Rayburn, of Texas, resuming his 
old job as Speaker of the House, also is 
picking up an old problem with many 
new angles. Mr. Rayburn’s task, first of 
all, is to guide to enactment a series of 
bills that will bear some resemblance to 
the program demanded by President Tru- 
man in his pre-election campaign. As 
Congress convenes, that, by all the signs, 
may not prove easy. 

True, Mr. Rayburn has behind him a 
big numerical Democratic majority. 
Outwardly, there is a tendency to forget 
old quarrels. As issues arise, however, the 
expectation is that old factional and re- 
gional feuds will reassert themselves. The 
reappearance of traditional blocs—South- 
ern conservatives, Northern liberals, the 
labor group, the farm group and others— 
is regarded as inevitable. 

In this situation, it becomes Mr. Ray- 
burn’s thorny assignment to hold the 
groups together and to keep the feuding 
to a minimum by personal persua- 
sion, distribution of favors and 
compromise, Success obviously de- 
pends largely upon Mr. Rayburn’s 
personal relations with the Presi- 
dent and with the members of the 
House. The task begins at the 
White House. 

Mr. Rayburn and President. 
Persuading Mr. Truman to be mod- 
erate in his proposals is to be the 
Speaker’s first concern. Mr. Ray- 
burn is said to fear that extreme de- 
mands would only arouse and an- 
tagonize the blocs he wants to bind 
together. A close liaison with the 
White House, consequently, is im- 
portant, 

Such a relationship is to be 
facilitated by the fact that Mr. Tru- 
man and Mr. Rayburn have been 
close friends for years. Each takes 
the same plain-folks attitude toward 
governmental problems. Each has 
a deeply ingrained personal humil- 
ity. Each respects the other's hon- 
esty and sincerity. 

On April 12, 1945, Mr. Truman 
was loafing in the Rayburn office, 
a congressional gathering place, 
when he was summoned, suddenly 
and urgently, to the White House. 
The reason for the call, President 
Roosevelt’s death, was not ex- 
plained. But it was sensed. Mr. 
Truman left to assume his new 
burden with a softly-spoken “God 
bless you, Harry” from the Speaker. 

Mr. Rayburn could have been 
expected to insist upon a close 
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White House liaison, in any event. He 
always has felt it important. It was 
largely at his urging, for example, that 
President instituted regular 
weekly meetings with congressional 
leaders. He could be even more firm in 
demanding co-operation from Mr, Tru- 
man. 

Where the legislative program is con- 
cerned, however, the President is deeply 
and emphatically committed. Some pro- 
posals probably will go beyond the 
bounds Mr. Rayburn would like. But he 
must attempt to put them through, any- 
Way. 

Committees. To prepare for this, Mr. 
Rayburn has been trying to see to it that 
the right people are appointed to the 
key House committees. This effort is 
aimed, first of all, at.avoiding a situation 
in which Republicans and Southern con- 
servative Democrats, working in combina- 
tion, could dominate the committees. 


Roosevelt 





80TH’S MARTIN & 81ST‘'S RAYBURN 
“‘God bless you, Harry” 


The effort is aimed primarily at the 
Ways and Means Committee, not just 
because this group originates tax legisla- 
tion, but also because its Democratic 
members select the Democrats to be 
appointed to other committees. The 
seniority rule remains in force, and Mr. 
Rayburn would not have it otherwise. 
Democrats who lost their committee 
memberships when the Republicans took 
over, two years ago, automatically are 
the first to be reappointed. But, in nearly 
all cases, a few Democratic vacancies 
remained. Mr. Rayburn wanted to make 
sure that these were filled by men who 
favor the Truman program. 

Two of the committees make particular 
problems. 

The Rules Committee, which decides 
what bills shall and shall not reach the 
House floor, long has been a cause of 
dispute. In the Roosevelt days, Republi- 
cans and ‘Democratic 
bottled up many liberal Administra- 
tion bills. Mr. Rayburn has been 
besieged with demands that the 
Committee be enlarged and packed 
with enough Democrats to avoid 
such a situation in the 
ahead. 

But the Rules Committee is im- 
portant to the Speaker. It also can 
block bills that the Administration 
opposes and take the responsibility 
for doing so. Mr. Rayburn charac- 
teristically dislikes a course so as- 
sertive as “packing” the Committee. 
He prefers to work closely with 
the Committee chairman, Adolph 


conservatives 


session 
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Sabath, of Illinois, and to use 
personal persuasion upon individual 
members. He was quite ready, 
however, to place some nominal 
strings upon authority of the Com- 
mittee to pacify its critics. 

The Committee on Un-American 
Activities has no strong friend in 
Mr. Rayburn. He feels, for one 
thing, that it sometimes has low- 
ered the dignity of the House. Mr. 
Truman wanted the Committee 
abolished, but Mr. Rayburn, know- 
ing the strength of the Committee’s 
supporters in the House generally, 
could not counsel an effort to kill 
it, lest an early Administration de- 
feat result. 

The next best thing, as he saw 
it, was new rules of procedure to 
safeguard the rights of witnesses 
and prevent the “smearing” of 
innocent people. 

While Mr. Rayburn considers 
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... Of strings and thorns and commitments 


committees vitally important, he has 
learned to rely upon another force. 

Persuasion. Mr. Rayburn has the 
confidence of all the strong Democratic 
elements in the House. New Deal liberals, 
Administration backers, Southern con- 
servatives all consider him one of them. 

New Dealers look back to his cham- 
pioning of such measures as the Securities 
Exchange Act, the Public Utility Holding 
Company Act and other big New Deal 
reforms. For the Administration, his back- 
ing of the Truman candidacy is enough. 
The Southerners remember his close as- 
sociation with such conservatives as John 
N. Garner, former Vice President and 
former Speaker, and his opposition to the 
Truman civil-rights program. 

The confidence of these groups places 
Mr. Rayburn in a position to be soothing 
or to work out compromises. He is skilled 
in personal negotiation by long practice. 
He keeps his promises. He makes it a rule 
never to let anyone go away angry. 

Even these gifts were not sufficient to 
avoid some rousing Administration de- 
feats when Mr. Rayburn was Demo- 
cratic Floor Leader and Speaker under 
President Roosevelt. But, during that 
period, they are credited with obtaining 
some close and vital Administration vic- 
tories. A notable instance of the latter 
was the renewal of the peacetime draft, 
which passed the House by a single vote. 

Lawmaker. Mr. Rayburn, 67 on Janu- 
ary 6, has devoted more than 40 years to 
lawmaking and knows just how it is done. 
His career as a lawmaker began in the 
Texas Legislature, after a pinched boy- 
hood on a 40-acre Texas farm. In 1912, 
campaigning on horseback, he was 
elected to the House, and has been re- 
elected with regularity ever since. 


In Washington, he proved studious, 
hard working, eager for responsibility. 
His fellow Texan, the influential Mr. 
Garner, was attracted, made him a pro- 
tege, and included him in the after-hours 
group that realistically discussed the ins 
and outs of arising issues. 

Mr. Rayburn early became impressed 
with a need for two things, party regular- 
ity and a strong House leadership, if a 
body as large as the House is to function 
effectively. He dislikes to ride roughshod 
over opposition, however, and delegates 
much of the leadership work to the Dem- 
ocratic Floor Leader, John W. McCor- 
mack, of Massachusetts. 

A bachelor, Mr. Rayburn lives simply 
in a small apartment on Q Street just off 
Connecticut Avenue. He dodges social 


functions and prefers a gathering of 


House cronies, where, after a meal of his 
own preparation, the talk deals with 
House business for hours. To these eve- 
nings, Mr. Rayburn’s 80th Congress 
Republican predecessor, Joseph W. Mar- 
tin, Jr., of Massachusetts, as often as not 
is invited. The largest salary Mr. Rayburn 
ever has made was $15,000 in his pre- 
vious term as Speaker and as a member 
of the House in the last two years. The 
proposal that the Speaker be raised from 
$20,000 to $30,000, with a $20,000 ex- 
pense account added, dazzled him. 
Under these circumstances, Mr. Ray- 
burn, with numerous other congressional 
Democrats, is coming back into power. 
He thinks congressional Democrats now 
intend to give Mr. Truman a second presi- 
dential honeymoon. He realizes, of course, 
that it will not last, that there is trouble, 
in plenty, ahead. But, in the House, a 
general feeling is that if anyone can hold 
troubles to a minimum it is Mr. Rayburn. 
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LESS PAY IF LIVING COSTS DROP 


Cut Threatened Under General Motors Plan 


Pay cut, not a raise, is in store 
for General Motors workers if cost 
of living continues to fall. If a cut 
comes, fourth-round increases for 
other workers will be hard to get. 

Price decline already calls for 
a reduction of at least 1 cent an 
hour in General Motors wages on 
March 1. Cut could go deeper in 
June. 


The wage formula that won pay in- 
creases for employes of General 
Motors Corp. in 1948 may bring wage 
cuts to those workers in 1949. If so, 
unions generally can expect strong re- 
sistance from other employers when 
they press their demands for fourth- 
round wage increases. 

The General Motors formula permits 
wages to go up or down as living costs 
rise or fall. It will be in effect until May, 
1950. If the cost. of living drops far 
enough in the months ahead, wages will 
have to be cut at General Motors at a 
time when increases are being demanded 
by workers elsewhere. 

“Because of the size and importance 
of that company, it often sets the 


sufficiently. One cent an hour is added 
to or subtracted from workers’ wage 
rates when the Government’s consumer- 
price index rises or falls about one point. 
The contract also calls for an automatic 
wage increase of 3 cents an hour on May 
29, 1949, regardless of what happens to 
prices. 

Already, the price index has fallen 
enough to bring a l-cent pay reduction 
on March 1, 1949, the next adjustment 
date. If the present declining trend con- 
tinues, the cut may become 2 or 3 cents 
by that time. If prices keep on sliding, 
further pay cuts may be required by 
June 1, the end of another three-month 
period. That is about the time when 
wage negotiations in a number of big in- 
dustries will be coming to a head. 

The automatic wage increase of 8 
cents, scheduled for May 29, may offset 
the pay cuts for General Motors workers. 
It could leave them with a. slightly 
higher rate than they now are getting, if 
the price decline is checked. But, under 
the formula, there will be no real fourth- 
round increase for them. Instead, these 
workers may be getting less money in 
1949 than they received a year before. 

Union drives for higher pay in autos 
and in other industries are likely to be 


_ affected by the General Motors develop- 


ments in any event. If a net loss in pay 


has occurred for General Motors workers, 
as of next June, other auto firms are not 
likely to grant sizable raises that would 
only put them further out of line with 
General Motors’ labor costs. On the other 
hand, if the pay cuts are offset by the 
3-cent increase due in May, that situation 
will not provide a pattern of increases 
that other unions can use in negotiations. 
It still would add up to no pay increase, 
as a pattern. 

Rising prices could change this pic- 
ture, if the present trend is reversed be- 
fore mid-1949, However, there are no 
indications at present of any sizable up- 
ward movement of prices in the next few 
months. Sigris point to a continued down- 
ward trend. Unions, thus, apparently will 
find it harder to get raises on the basis 
of the cost-of-living argument used in 
previous rounds. 

For other employers, then, the op- 
eration of the General Motors formula 
can have considerable effect on pay ne- 
gotiations. If General Motors is cutting 
wages, or even holding the line, when 
other auto firms and steel and coal com- 
panies are going into bargaining talks 
with unions next spring and summer, 
other employers will be less likely to 
grant large increases. 

A new approach by unions, there- 
fore, is to be expected, if prices continue 
to fall. The union leaders will de- 





pace in wage matters not only for 
the auto makers, but for other basic 
industries. That was true last May 
when it granted an immediate in- 
crease of 11 cents an hour and 
signed a contract calling for further 
pay adjustments, over a two-year 
period, geared to the cost of liv- 
ing. This settlement helped to 
break wage deadlocks in other in- 
dustries, where agreements averag- 
ing around 13 cents an_ hour 
eventually were reached. 

Employers generally will be 
watching the results of the Gen- 
eral Motors formula when their 
own contracts expire next spring. 
Few will be in the mood to raise 
wages, if the huge auto concern is 
making cuts, or holding present 
levels, at that time. 

When the General Motors con- 
tract was signed last May, prices 
were rising. Now, they are falling. 
Under the formula, wage adjust- 
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mand pay increases “to keep con- 
sumer purchasing power up,” or 
they may point to company profits 
as a reason. Some unions may 
switch from pay raises to demands 
for welfare funds or insurance pro- 
grams. 

The General Motors formula 
thus will be more unpopular with 
unions generally this year than it 
was when offered last May to the 
CIO Auto Workers and CIO Elec- 
trical Workers. These two unions 
accepted the plan, but it was not 
adopted in other industries. 

The formula brought a 3-cent in- 
crease to General Motors workers 
last September in the first quarter- 
ly adjustment. When the next three 
months ended, however, the index 
of the Bureau of Labor Statistics 
had fallen off slightly, and no raise 
was due. Adjustments are to con- 
tinue until the contracts expire in 
May, 1950. The contracts limit the 








ments are made every three 
months, if living costs fluctuate 
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—Smith for NEA Service, Inc, 


“WELL, HERE WE GO AGAIN‘ 





pay cuts so that the first 6 cents 
of the raise granted last year can- 
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not be taken away regardless of how far 
the index falls. 

A no-strike pledge, running until 
May, 1950, will keep the unions from 
doing anything in the meantime to revise 
the General Motors formula. 


EASING OF DEMAND 
ON THE LABOR FORCE 


Signs of an easier labor market are 
showing up in various places. Some in- 
dustries are working a shorter week. Lay- 
offs are increasing. What this means to 
employers and workers is this: 

Bargaining strength of employers 
will be greater when fourth-round pay 
talks start. Unions will find workers less 
willing to strike when jobs are harder to 
find. 

Take-home pay already is smaller 
for workers in many plants. Cuts of $2 or 
more a week are coming with the shorten- 
ing of the work week in some cases. 

Spreading the work is likely to be- 
come more prevalent as business slows 
up. Employers in several consumer-goods 
industries are reducing the work schedule 
in order to divide up the available work, 
rather than increasing layoffs. 

Union pressure for a mandatory cut in 
the work week may be reduced by this 
voluntary shortening of the schedules by 
employers. If unemployment grows, 
unions will demand a 30 or 35-hour week 
through contract clauses or legislation. 
Employers may be able to keep their 
schedules more flexible, and avoid con- 
trols, if they continue to take up some of 
the slack through voluntary reductions in 
the work week. 

Political pressure for a shorter work 


IN THE TIRE PLANT 


. .. minus two hours 


week also may be offset by this present 
voluntary trend. Some Government offi- 
cials seem to be leaning to the theory 
that unemployment, if it comes on any 
large scale, can be handled this time by 
forcing a reduction in the work week. 

Hoarding of labor probably is to dis- 
appear as another result of the easing of 
the labor market. Some employers kept 
extra workers on the pay roll in order to 
be assured of skilled help at all times. 
Now that workers are more readily avail- 
able, this hoarding is due to decline. 

Labor turnover is expected to decline, 
too. With jobs harder to find, workers 
will tend to stay at their present employ- 
ment as long as possible. 


IN THE BLANKET PLANT 
... minus three hours 


Unemployment on a big scale, how- 
ever, does not seem to be indicated as of 
now. Unemployment is rising, but it is 
far below prewar levels. Claims for un- 
employment insurance rose to 1,132,000 
for the week ended December 18, latest 
available reports show. This was a gain of 
25,000 over the previous week and a gain 
of 353,000 over a year ago. However, 
indications are that unemployment will 
not become a serious problem in months 
just ahead. 

Trouble spots are appearing in spe- 
cific industries. Reports of the Bureau of 
Labor Statistics show the trend. 

Tire plants have cut an average of two 
hours off the work week since August. 
For rubber products as a whole, the 
weekly schedule is an hour below 1947. 

Textiles and apparel show reduc- 
tions of two hours a week below 1947. 
Reductions in schedules since August, 
1948, average three hours in plants mak- 
ing blankets, draperies, curtains, milli- 
nery, men’s hats and some kinds of cloth- 
ing. Average reductions of two hours were 
reported in woolen and worsted manu- 
factures, and one hour in cotton textiles. 

Leather-goods firms are working 
nearly three hours less per week than a 
year ago. Declines since August amount 
to two hours in boot and shoe plants, and 
one hour in leather gloves and mittens. 

Other declines in the work week were 
reported for transportation equipment, 
nonferrous metals and furniture indus- 
tries. 

As a result, union leaders in a few 
instances are talking of reducing wage 
demands where firms are laying off work- 
ers or seriously reducing the work week. 
There may be more of this talk when big- 
ger industries get into negotiations, 
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Look at Levelcoat... 
for brightness 
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surface brightness that could come 
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4 /50 New FEDERAL Trucks 
EM Added to the Highway Department 
of the State of New York 
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FEDERALS HAVE WON 4y Costing Less to Run! 


@ For 38 years Federal has been building trucks 
that have enjoyed an outstanding reputation for 
ruggedness, dependability, low up keep cost, long 
life and bed-rock operating economy. 


Men in a position to judge—fleet owners, main- 
tenance superintendents, service mechanics, dispatch- 
ers and drivers—have learned by keeping comparative 


FEDERAL MOTOR TRUCK CO. 


cost records, checking lay-up time, servicing and run- 
ning costs that Federal Trucks have those qualities of 
endurance, economy and rugged all-truck perform- 
ance that insure owner satisfaction. 


40 models — providing over 370 truck combinations — for practically 
all types of on and off the highway work, including six wheelers (gas- 
oline or Diesel) with capacities ranging from % to 35 tons. 


© DETROIT 9, MICHIGAN 


Since 1910... Known in Every Country — Sold on Every Continent 
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(This article represents the result of an 
extensive research on a problem of out- 





standing importance in National Affairs.) 


SCIENCE ADDS TO FARM PROBLEM 


New Methods Boost Output—and Surpluses 


Scientific farming is turning 
out to be too good. Its success is 
increasing, not reducing, the 
farm problem. 

New methods, laboratory and 
field tested, mean richer soil, 
simpler cultivation, bigger and 
better harvests in most crops. 

Trouble is too much food. Big 
yields, science induced, are to 
aggravate returning problem of 
farm surpluses. 

Science is beginning to complicate 
the U.S. farm problem in a big way. 
Just at a time when farm surpluses 
are returning, progress in science as it 
relates to farming is promising to send 
surpluses zooming in years just ahead. 

A revolution in agriculture is starting 
to be worked from a combination of sci- 
entific discoveries and greater mechani- 
zation of farms. At this time, labor on 


farms is at about the lowest peacetime 
level in more than 40 years. Yet total 


crop production for the second straight ° 


year broke all records and was a third 
larger than prewar output. Good weather 
is a part of the rcason, but only a part. 

Hybrid seeds, more and better fer- 
tilizers, new chemicals that kill insects 
and weeds, improved methods of control- 
ling disease, more tractors and machines 
that plow and plant many rows at a time, 
all are combining to bring great increases 
in yields. Farmers, as never before, are 
willing and financially able to ch ge 
their ways of doing things. 

Yet scientists are on the verge of more 
startling discoveries. Corn is being grown 
at 100 bushels to the acre on test plots 
that produced 20 bushels by ordinary 
methods. Yields as high as 200 bushels 
are being produced on better land, and 
scientists are shooting at 300 or more. 

An idea of what is involved for the 
future is provided by production averages 
for all farms. Charts on this page show 
what has occurred already. 

Before 1937, there had been al- 
most no gain in per-acre yields for 70 
years. In no major crop except potatoes 
was any appreciable increase made. 

In ten years, from 1937 through 
1946, acre yields of major crops jumped 
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Rise in Farm Productivity 


(Index of yields per acre) 
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| Special Report 


by as much as 40 per cent. Wheat yields 
rose from an average of 13.5 bushels to 
the acre in the years 1927-36 to more 
than 16 bushels in the next decade. Corn 
yields increased from less than 23 bushels 
to more than 31, cotton from 180 pounds 
to more than 254 pounds. 

In 1947 and 1948, yields have kept 
| on rising. Cotton, for the two-year aver- 
| age, made a yield that was 60 per cent 
above the 1927-36 level. Corn—in one 
year of good weather and one of poor 
weather—averaged 55 per cent above the 
1927-36 level. 

Total crop output per acre is 25 to 35 
per cent above prewar. Output per farm 
worker is 50 per cent above prewar levels. 

Upward trend in yields is to con- 
tinue, according to Department of Agri- 
culture officials, is to aggravate all kinds 
of farm problems. Farm population ap- 
parently is to go on declining. Yet farm 
output is to increase far more rapidly 
than U.S. population. That raises the 
problem of what to do with farm prod- 
ucts. Congress is to face the question of 
controlling acreages and output or dis- 
posing of surpluses, of holding prices by 
supports or letting prices fall as surpluses 
rise, of subsidizing U.S. consumption or 
destroying surpluses or dumping them 
abroad. 

It is in discoveries and farm develop- 
ments that officials are getting a line on 
what is ahead. 

More efficiency in farming is the key 
to higher output. 

Fybrid varieties of plants are cred- 
ited with much of the gain. New strains 
are being bred to give greater yields and, 
at the same time, resist disease and in- 








sects. U.S. farmers have added 750,- 
000,000 bushels of corm to the annual 


| harvest by using hybrid seed, on basis of 


official reports, Wheat yields have been 
increased 12 to 20 per cent with hy- 
brids, And plant breeders are developing 
improved varieties all the time. 
Mechanization of the farm operation 
has had the effect of adding many hours 
to the farmer’s work day. Where there 
were 246,000 tractors on U.S. farms in 
1920, there now are nearly 3,500,000. 


| Other machinery has reached the farm 


in growing volume since farmers have 
had the money: to pay for it. 

The trend to machines is one that has 
just begun. Agriculture officials estimate 
that farmers have realized only half of the 
labor savings that can be gained by using 
power machines. 

Fertilizing and liming also are 
credited with part of the gain. Farmers 


| are using well over twice as much com- 


mercial fertilizer as they did before the 
war. And in the ten years that ended in 
1946 farmers used three times as much 
lime on their soils as they had ever used 
before. In addition, scientists have im- 
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‘eld proved fertilizers, and have shown the 
‘ip farmer When to use them and how to 
1S 

rs place them around plants. 
more : ; é Ye 
or Now. more discoveries are promising 
Corn S27 Pewee Moackiy 
hel new results with fertilizers. Radioactive 
shels 


materials put into fertilizer are being 

traced in the plants by Geiger counters. 
Thus, researchers learn still better ways 
vere to apply fertilizer. In a few years, more- 
oul over, farmers are to have available a 


on nitrogen fertilizer in new form that is 

e i. , 

poor tailor-made for specific crops and _ par- ii] il 
ticular soils. 


» the 
. Weed control, after spectacular de- 
0 35 velopments, still is being improved. Use 


a s 
we of 2,4-D and other weed killers is spread- 
well ing. And Department of Agriculture sci- Oil) OWal a new i 
Ms entists are trying to perfect a method of 


con- 
killing weeds even before they sprout. 


\ cri- : 
fee In the South, meanwhile, cotton farmers 


4 
ap- are using flame throwers that burn off 
aan weeds quickly, cheaply. Insect control has iS Fal 
been made far more effective with DDT 


il] 
the and other new insecticides. 
rod. Other developments also have boost- 
ed yields and, at the same time, helped 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Big business is likely to find itself on the defensive before the 8lst Con- 
gress. Signs increase that Government will do considerable investigating. 

Antitrust actions by the Justice Department are almost certain to speed up. 
There are a lot of pending suits to be tried and, probably, more to come. 

Large corporations are getting more critical appraisals from Congressmen. 

Small business firms are finding more supporters for special assistance. 

What's indicated by these trends is another investigation, or a series of 
investigations, like that of the Temporary National Economic Committee 10 years 
ago. TNEC studies are coming back to life. No new laws are likely to emerge 
soon, but businessmen may be called on the carpet to explain corporate policies. 











A number of special studies are suggested by the House Committee on Small 
Business. This group urges Federal Trade Commission to answer these questions: 

Should bigness in business be attacked as such? The Committee suggests 
that production and distribution functions might be separated in such industries 
as motion pictures, filling stations, steel fabricators and rubber tires. 

Are some corporations too rich? The report mentions 48 billion-dollar cor- 
porations that are engaged in unrelated lines of activity. The hint is that 
perhaps these corporations should be divided up into Separate businesses. 

Should below-cost sales be barred? Committee thinks maybe they should. 

Are patent-infringement suits used to Suppress small business? The House 
group suggests that this may be one way that large companies abuse their power. 

Other studies that the Committee wants would go into the question of inter- 
locking corporate directorates, bank holding companies, and the ownership by 
Shippers of transportation companies. They are all aimed at corporate power. 














Specifically, the Committee comes up with these suggestions: 

Stiffer penalties for antitrust-law violators. Put them out of their jobs. 

Stop mergers through the purchase of physical assets--Kefauver bill. 

Repeal exemptions now allowed under antitrust laws. This would include 
railroad rate-making bureaus exempted last year under the Bulwinkle Act. 

Force more competition in transport. The Committee recommends that all 
transport companies be barred from giving preferential rates to large shippers. 
Eliminate freight-rate discrimination between territories and regions. 

These suggestions have been made before. They have yet to be enacted, and 
enactment this year is doubtful. © But the Committee report may very well start 
the ball rolling toward more intensive studies of business practices. 

















Council of Economic Advisers also gives a boost for more investigations. 

Small-business "problem," the Council says, exists because big business 
also exists. So, the Council concludes, attempts to find remedies are proper. 

Competition in business is accepted by the Council as national policy. 
Therefore, one of its duties is to recommend policies that will foster free com- 
petition. One suggestion in this direction is to aid small businesses. 

The Council, in its annual report, agrees with the House Committee that the 
growing power of large corporations to control markets and dictate prices is one 
of the major economic problems that the United States now is facing. 








The Council suggests, however, that big business might solve the problem 
(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


itself by using restraint in price policies, by displaying courage in expanding 
production to meet national needs, by accepting "social responsibility." The 
report also notes that since the war most corporations have quoted lower prices 
for their products than they could have obtained on gray markets. 


A labor-management conference also is Suggested by the Economic Advisers. 
Broader perspectives in wage negotiations are urged upon both unions and 
employers. Both are advised to try to find a "standard" to test a fair wage by. 
Points of dispute between labor and management are found to be multiply- 
ing rather than decreasing. So a conference is mentioned as a possible solution. 
The Council suggests further, however, that, if a wage conference is held, 
more preparatory work should go into it than went into the 1945 conference, 
which failed. Main idea of the conference would be to try to remove the threat 
of strikes in vital industries, which affect the welfare of the whole nation. 
Labor views of the Council are presented hesitantly, but they may be a 
forerunner of action by President Truman. He may take up the conference idea. 














Business is told by the Council to accept these policies as permanent: 





Farm price supports. It's settled national policy to prop up crop prices. i 
itt 


Cheap housing loans. There'll be easy loans as long as housing is short. 
Social Security. Benefit programs are going to expand, not contract. | 
Federal budget. It's going to stay for years near $40,000,000,000 level. 
Low interest rates. They probably are not going to rise very much. 
The Council recognizes that all of these programs may feed inflation, but 

adds that there isn't anything that can be done about them. They will have to 

be fitted into any over-all economic program that the Government may adopt. 














Business is being advised, in effect, that Big Government is here to stay 
and that Government will continue to play a dominant role in business policy. 
The advice is given softly, but the meaning is clear--don't buck the trend. 


Public-debt management may produce another business-Government conference. 

A public-debt commission to study problems connected with the huge federal 
debt is suggested again by Winthrop W. Aldrich, Chase National Bank chairman. 

Mr. Aldrich makes the point that the way the debt is handled will affect 
taxation, money, credit, prices, interest rates and capital formation. Problem 
is so complex that he recommends an exhaustive study. His views have support 
from a number of Congressmen and from many private bankers and businessmen. 








These policies of debt management also are suggested: 

Debt reduction should be a permanent long-run policy. It's the best way to 
establish and maintain confidence in the credit of the Government. 

More bonds and fewer short-term securities should be issued by Treasury. 

It is easier to manage debt when a fair share of it is in long-term issues. 
Ownership of the debt should be. outside of banks, so far as possible. 
Interest rates should be flexible and not pegged by official policy. Fluc- 

tuation rates have an important effect on private-credit.trends. 

Government-debt policy should be closely co-ordinated by policies of the 
Bureau of the Budget, the Treasury and Federal Reserve System authorities. 

Most observers agree that the public debt has been handled rather expertly 
since the war, but this is often held to be due to the sizable cash surpluses 
that the Treasury has been able to pile up. Now those surpluses are ending and 
problems of debt management are expected to become much more complex. 











If only a part of these proposals are accepted by Congress and Mr. Truman, 
Washington promises to become a hive of activity over the next few years. 

Studies and investigations suggested to date would have the Government in- 
quiring into nearly every phase of business and labor activity. 
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Business activity is still strong as 
retailers and some manufacturers re- 
duce prices to keep goods moving. 

Department-store sales in Decem- 
ber drew near the October level of 
306 on the Federal Reserve index, 
up from 287 in November but still 
well below the July peak of 316. 

The sales decline in November ex- 
tended to retail stores generally. 
Sales fell to a rate of $129,300,000,- 
000 per year in November, 2 per 
cent below the September peak and 
only 3 per cent above a year ago. 

Inventories of some goods are clog- 
ging trade channels, though total 
inventories are still normal in rela- 
tion to present sales. 

Wholesale inventories on Decem- 
ber 1 were equal to 1.5 months’ 
sales at the November rate, against 
1.3 a year ago and 1.6 in 1940. 

Above-nermal ratios of stocks to 
sales are shown below, at December 
1 of each year for wholesalers, No- 
vember 1 for department stores. 


Ht] 
ih 


az 


1940 1947 1948 


Wholesalers 
Electrical lL? 12 &S 
Clothing, furnishings 1.2 1.0 1.5 
Dry goods 19 14 19 
Machinery (exc. elec.) 2.1 2.2 2.3 
Ind] supplies LT (he ES 
Dept. stores 
Housefurnishings 3.3 2.8 3.6 
Appliances 21 14 32 
Furniture 3.0 2.9 3.7 


Business inventories in total, shown 
in the top chart, had risen to $54,- 
400,000,000 on November 1, up 
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$6,600,000,000 from a year ago and 
more than $30,000,000,000 above 
1940. 

The crest of the inventory rise may 
have been reached. Accumulation 
was greatest in 1946, when business 
added $10,700,000,000 to its stocks. 
Effect was to limit the 1946 drop in 
factory output to 17 per cent, while 
physical volume of goods sold to 
final users fell 25 per cent. 

The rate of accumulation has tapered 
to $6,400,000,000 in the first 10 
months of 1948. That has made a 


bigger part of output available to 
Production 


final users. has risen 
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only 12 per cent since 1946. Yet 
goods sold to final users rose 18. 

Liquidation of inventories would 
cause output to fall faster than sales 
volume. In 1921, production fell 
24 per cent, goods sold to final users 
only 12. Output fell 6 per cent in 
1924, though goods sold to users 
rose 1 per cent. The output drop 
was 17 per cent in 1930, the sales 
decline only 9. Output fell 23 per 
cent in 1938, sales only 14. 

Production in some soft-goods indus- 
tries is being adjusted downward. 

Textile output slipped to 164 per cent 
of 1935-39 in November, 2 per cent 
below October, 8 per cent below 
February, 1948. 

Rubber-products output dropped to 
204 per cent of 1935-39, 19 per 
cent below December, 1946. 

Tobacco-products output fell to 170, 
down 2 per cent from October, 
7 per cent front April, 1948. 

Shoe production is 19 per cent below 
March, 1946. 

Factory output, nevertheless, aver- 
aged 200 on the indicator below in 
the week ended December 18, only 
1 per cent below the postwar peak. 

Dollar sales of manufacturers held 
at $18,200,000,000 in November, 
10 per cent above a 


year ago. 


Sales of nondurable-goods industries 
were 5 per cent, durables 19. 
Distributors, however, are growing 
wary of adding to inventories at 
this stage. Result is that production 
has become vulnerable to any drop 
in spending by final users of goods. 
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A ROUTE TO BIGGER DIVIDENDS 


Tax Plans Would Penalize Holding of Profits 


Tax on undistributed profits is 
being suggested as a way to 
raise more revenue, get more 
money into stockholders’ hands. 

This is one idea. Another is to 
give stockholders a special break, 
induce them to apply pressure for 
higher dividends. 

Odds right now are against 
such measures. Yet penalties on 
retained earnings should not be 
discounted as a possibility. 


A new tax on corporations’ undis- 
tributed profits is being explored by 
tax planners as a possible way of rais- 
ing more federal revenue. The idea is 
to impose an extra tax, over and above 
the regular corporate rate, on any 
earnings that corporations withhold 
from stockholders. 

Secondary purpose of the plan is to 
induce corporations to pay out a higher 
proportion of their earnings in dividends. 
Out of 1948 profits of corporations, stock- 
holders got an estimated 35 to 40 per 
cent, That compares with 69 per cent in 
the boom year 1929. Some persons be- 
lieve this drop in the stockholders’ share 
of profits is one of the principal reasons 





. ~Black Star 
GEORGE J. SCHOENEMAN 
For agents ... there are limits 
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why the stock market has been in the 
doldrums at a time of record corporate 
profits. 

Right now, it appears unlikely that 


Congress will agree to a tax penalty 


against retained profits. If taxes are 
raised at all, the odds seem to favor an 
increase in the regular tax rate applying 
to all corporate earnings, both distributed 
and undistributed. However, an undis- 
tributed-profits tax is getting official 
study and is not yet to be discounted as 
a possibility for 1949. 

Three proposals, all related to the 
profits that corporations plow back into 
the business, are being suggested: 

A graduated extra tax on retained 
earnings, on top of the regular corporate 
rate, is being discussed informally by 
some members of Congress. This would 
be similar to the old undistributed-profits 
tax that was in effect for two years ending 
in 1938. Businessmen complained that 
this tax was a drag on business growth, 
and Congress repealed it over the protest 
of President Roosevelt. At that time the 
tax rate on undistributed profits ranged 
from 7 to 27 per cent. 

A flat penalty tax on retained earn- 
ings is being offered as another possibil- 
ity. Marriner S. Eccles, member and 
former Chairman of the Federal Reserve 
Board, proposes such a tax, suggesting a 
15 per cent additional rate on the portion 
of a corporation’s profit that is withheld 
from stockholders (see page 34). 

A tax concession to stockholders, 
aimed at inducing corporations to pay out 
a higher proportion of earnings in divi- 
dends, is suggested by Emil Schram, pres- 
ident of the New York Stock Exchange. 
The idea is to exempt the stockholder 
from personal tax on distributed profits in 
excess of 50 per cent of the corpora- 
tion’s net earnings. In other words, if a 
corporation earned $100,000 and_ paid 
$60,000 in dividends, stockholders would 
pay personal taxes on $50,000 and claim 
exemption on the remaining $10,000. 

Any of these plans, presumably, would 
raise more money for the U.S. Treasury. 
An outright tax on undistributed profits 
could become a major revenue producer. 

If an undistributed-profits tax induced 
corporations to pay out bigger dividends, 
there would be more money in stock- 
holders’ hands to tax as personal income. 
If not, the corporations themselves would 
have higher taxes to pay. In either case, 
the Treasury would come out ahead. 

Mr. Eccles estimates that a 15 per 


cent extra tax on retained profits in 1948 
would have produced $2,000,000,000 
more in revenue from corporations, That 
assumes dividends would have amounted 
to 35 per cent of corporate earnings, He 
points out that, if corporations had paid 
out a higher proportion of earnings than 
that, the increase in federal revenue 
would have been even greater, because 
tax rates on stockholders’ personal in- 
comes run higher than 15 per cent. 

The Schram plan would not be pri- 
marily a revenue measure. Basic idea 
would be to produce stockholder pres- 
sure against corporations for bigger 
dividends. However, Mr. Schram esti- 
mates that, if corporations had paid out 
in dividends as much as 50 per cent of 
their earnings in 1948, stockholders’ taxes 
would have been increased by about 
$700,000,000. 

Even so, the Schram plan is not likely 
to find enough support in Congress to 
put it over. Congress probably will re- 
sist any tax proposal that might appear 
to favor stockholders over other tax- 
payers. 

Direct penalties against retained earn- 
ings are sure to run into the same argu- 
ments that killed the old undistributed- 
profits tax in 1938. It will be contended 
that such penalties might handicap 
middle-sized, growing businesses. 

Section 102 of the Internal Revenue 
Code probably will remain as the only 


EMIL SCHRAM 
For stockholders . . .. a concession? 
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weapon the Government has against cor- 

porations that retain profits instead of 
paying them out to stockholders. And 
the chances are against this provision’s 
being used in a way that will step up 
dividend payments very much. 

This is the section that provides for 
tax penalties against corporations that 
retain earnings in excess of the “reason- 
able requirements” of the business. These 
penalties are 27% per cent on the first 
$100,000 of retained earnings, and 38% 
per cent on the remainder. 

Since the war, federal revenue agents 
have been scrutinizing retained earnings 
more closely than ever before. However, 
under recent decisions of the U.S. Tax 
Court, Internal Revenue Commissioner 
George J. Schoeneman is finding that 
there are definite limits on how far his 
agents can go in applying penalties under 
Section 102. 

Where Section 102 stands as a 
weapon against retained earnings is 
shown by principles laid down by Tax 
Court decisions in recent months: 

Tax avoidance by stockholders on 
their share of corporate earnings must be 
the purpose of withholding profits in the 
corporation if penalties are to be assessed. 
In one case, it was shown that the presi- 
dent of a furniture concern, anticipating 
a boom in sales after the war, held back 
money to set up some branch stores. Rul- 
ing in favor of the company, the Tax 
Court said: “It is not necessary to decide 
whether or not his estimates for this pur- 
pose were fully justified, since his esti- 
mates were honest, but substantial 
amounts would be necessary and were 
necessary when the boom developed.” 

The right to grow must be recognized 
in deciding whether a company has held 
back too much of its profit. 

Saving for a rainy day can be a suf- 
ficient reason for accumulating earnings. 

Special problems of a corporation 
must be considered. The Tax Court up- 
held a company that delayed paying its 
dividends until after the turn of the year 
to await an auditor’s report. In another 
case, the Court found no objection to a 
company’s failure to pay any dividends 
at all, even though its earnings for the 
year were substantial. 

In some cases, circuit courts have not 
been so liberal in interpreting Section 
102. But most suits under this section 
go to the Tax Court, and its findings are 
not often reversed by higher courts. 

Thus, Section 102 is not turning out 
to be the threat that many businessmen 
have feared. 

What it all adds up fo is that busi- 
nessmen, in most cases, are likely to 
keep a fairly free hand in determining 
dividend policies. There is not much 
the Government can do to force out 


earnings under present law. A new tax 
law aimed at stepping up dividend pay- 
ments is possible in 1949, but not very 
probable. 


JANUARY 7, 1949 








GREAT BELL RINGERS... 
THESE SIMPLIFIED SYSTEMS 


Thousands of companies, large and 
small, agree on this: the step-saving, 
simplified procedures developed by 
Remington Rand through years of 
systems experience, really ring the 
bell when it comes to earning profits 
for your business. 


To cite an example, an electrical 
wholesaler who simplified sales con- 
trol by adopting a Kardex Visible 
system reports: 


1 Sales volume up, costs down 
through selective selling, fewer 
wasted calls. The whole sales picture 
is in graphic form and up to date daily 
—no waiting for monthly summaries; 


2 Unprofitable lines detected and 
weeded out, thanks to visual controls; 


3 Executive and clerical time saved 
by general reduction of paperwork. 


Sales is just one phase of adminis- 
trative control where you can profit 
through simplified systems. Ask also 
about Inventory . . . Cost analysis. .. 
Personnel . .. Purchasing . . . Produc- 
tion . . . and Accounting Records. 
Phone nearest office or write Systems 
Division, 315 Fourth Ave., N. Y. 10. 


Everything you need to 
simplify and save: Visi- 
ble Systems for Admin- 
istrative Control .. . 
Vertical Filing Systems 
and Supplies . . . Loose 
Leaf Systems . . . Point- 
of-Use Fire Protection 
for Records. 





Reninglon Rend 


THE FIRST NAME IN BUSINESS SYSTEMS 


FREE FOLDER tells how to build a more profitable sales program through simplified 
systems which also cut office expense. Ask today for your copy of KD-381. 


Copyright 1949 by Remington Rand Inc. 
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Someth ing 
for the Girls 


Ever realize how important com- 
fort is to the girls in your office? 
And how important their com- 
fort is to you—since comfort 
directly affects efficiency? 
Harter posture chairs insure 
personalized comfort for every one 
of your employees. Each model is 
fully and easily adjustable by the 
occupant to her own requirements. 





Harter’s curved-to-fit back rest 


MODEL E-I15R 


makes erect and comfortable pos- 

ture as natural as breathing. Soft 

foam rubber cushions, attractive and durable upholstery, sturdy 
steel construction, other quality features. Ask your Harter dealer 
to install a stenographer’s posture chair on a free trial basis. 


HARTER 
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POSTURE CHAIRS - STEEL CHAIRS 
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offers Industry 


all these essentials 


Low-cost, high-quality raw materials in sufficient volume. 
Desirable low-cost land and plant sites. 

Power, water and industrial fuel . . . gas, oil and coal. 
Air, rail and truck transportation at reasonable rates. 
Access to markets of adequate quality and size. 
Geographic location is advantageous. 

Reasonable tax and regulatory legislation. 

Excellent housing and living conditions for workers. 
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ASK US FOR INFORMATION 


KANSAS INDUSTRIAL DEVELOPMENT COMMISSION 
901B HARRISON STREET * TOPEKA, KANSAS 


KANSAS uv 
REALE MEETS INDUSTRY HALF WAY 


" 34 


News = Lines —§ 


YOU CANNOT, as an employer, re- 

move your operations from jurisdic- 
tion of the National Labor Relations 
Board merely by selling your products on 
an f.o.b. basis at your plant site. The 
Board turns down one employer’s claim 
that he was not engaged in interstate 
commerce, and thus was not subject to 
NLRB orders, because he used an 
f.o.b.-plant pricing method. 


YOU CAN obtain copies of all regu- 
lations issued by the Securities and 
Exchange Commission since 1934, in- 
cluding amendments. They were pub- 
lished in the Federal Register on Dec. 22, 
1948. Copies of the Register may be 
bought for 15 cents each from the Su- 
perintendent of Documents, Government 
Printing Office, Washington 25, D.C. 


* = * 


YOU CANNOT, under a recent court 

ruling, be required to pay interest on 
a supposed tax deficiency where this 
deficiency was wiped out by a carry-back 
of an operating loss in a later year. A 
circuit court of appeals decides that in- 
terest may not be collected on such a 
deficiency, which later proved to be non- 
existent. 


* * * 


YOU CANNOT make a bid to buy 

an issue of railroad securities if you 
or an investment firm of which you are 
a member acted as consultant to the rail- 
road company in working out plans for 
the issue. This restriction is placed by the 
Interstate Commerce Commission on per- 
sons and firms in regard to future issues 
of railroad securities. 


* * * 


YOU CAN refuse to take back a vet- 

eran, under the re-employment pro- 
vision of the Selective Service Act, if he 
worked for another employer for several 
months before going into service. A fed- 
eral district court holds that an employer 
is not obligated to rehire a veteran under 
such circumstances. 


* * 


YOU CANNOT, as an employer, ex- 

pect to be upheld by the courts in 
refusing to produce for the Wage-Hour 
Administration your records of wages 
paid and hours worked by employes and 
the general nature of their work. A circuit 
court of appeals orders one employer to 
comply with a subpoena demanding these 
records for a Wage-Hour Administration 
investigation, The court; however, said 
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What you as a businessman CAN 
and CANNOT do as a result of federal 


court and administrative decisions 


the employer did not have to submit all 
his records of customers’ transactions and 
interstate purchases of goods. 


* * * 


YOU CAN use the money that you 

receive from turning in Series D-1939 
savings bonds to buy Series E bonds 
without regard to the usual limit of $10,- 
000 worth of E bonds that can be bought 
in one year. The Treasury waives this 
limitation for holders of the D-1939 
bonds, which begin to mature this month. 


* * * 


YOU CANNOT avoid refunding to 

the Government the amount of an 
overpayment received under a contract 
even though this amount was included 
in the excessive profits previously paid 
back to the Government after renego- 
tiation of your contract. The Comptroller 
General holds that the duty of a contrac- 
tor to return an overpayment to the con- 
tracting agency is not affected by a 
refund already made to another agency 
under the Renegotiation Act. 


* * * 


YOU CAN perhaps, in an excess- 

profits tax case, get relief for a cor- 
poration under Section 722 of the In- 
ternal Revenue Code, even though the 
company was never engaged in business 
before Jan. 1, 1940. The Excess Profits 
Tax Council broadens an earlier interpre- 
tation to allow certain corporations, 
which were in existence but not doing 
business before that date, to qualify for 
relief under this Section. , 


* * + 


YOU CAN now export streptomy- 

cin to most countries outside the 
European area without obtaining a li- 
cense from the Office of International 
Trade. The agency eases export restric- 
tions on this drug because of increased 
U. S. production. 


* * * 


YOU CAN also ship many softwood 

lumber products to most non-Euro- 
pean countries without an OIT license. 
Controls are eased for most products 
made from softwoods. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 











The new scientifically designed key-tops... pleasing 
to the touch and so easy on the finger tips... 
make your typing a delightful, new experience 


Get the “feel” of an Underwood All 
Electric keyboard . . . with Finger- 
Form keys . . . and then you know 
real typing pleasure. 

You simply “play” the keys, lightly 
.. . electricity does the work. 

Imagine! Electric Keyboard. Elec- 
tric Back Spacer. Electric Shift Key. 
Electric Shift Lock. Electric Tabu- 
lator. Dual Carriage Controls for 
the return of the carriage located at 
the left and right sides of the key- 
board speed your typing through a 
balanced hand action. The carriage 
returns by lightly touching either bar 
and sets itself ready for the next line. 





Speed and-accuracy come easy— 
when your NEW UNDERWOOD ALL 
ELECTRIC does the fatiguing work! 

You’ll find every day’s work is 
just a breeze. And you simply can’t 
help writing your boss’ letters bet- 
ter! Ask your local Underwood rep- 
resentative for an All Electric 
demonstration. e 1948 


Underwood Corporation 


Typewriters . . . Adding Machines .. . 
Accounting Machines . . . 

Carbon Paper . . . Ribbons and other Supplies 
One Park Avenue New York 16, N. Y. 
Underwood Limited, 135 Victoria St., 
Toronto 1, Canada 
Sales and Service Everywhere 
UNDERWOOD .. . Typewriter Leader 
of the World 
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ion refer interested readers to sources of this 
aid basic material. 
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PROTECT YOUR Funes? 


= TRAVEL 
Carry NCB Travelers Checks. Safe, 


spendable everywhere. Cost only 75¢ 
per $100! Buy them at your bank, 


NCB 


TRAVELERS CHECKS 





BACKED BY THE NATIONAL CITY BANK OF NEW YORK 
First in Werld Wide Banking 


Member Federal Deposit Insurance Corporation 











Reading the news of national and interna- 
tional affairs at home each week is the regu- 
lar practice of 80% of the readers of this 
magazine. Important advertisers are quick to 
cash in on the advantages of such an 


opportunity. 


U.S. News & World Report 
Advertising Department 


30 Rockefeller Plaza, New York 20, N. Y. 











They make FIRE fight FIRE 
Imagine a FIRE-fighting system 
put into action by the FIRE it- 
self ...discharging water when 
and where the FIRE starts. The 
GLOBE Automatic Sprinkler 
System has long been doing this 
in thousands of plants. 


stone AUTOMATIC SPRINKLER CO. 
JEW YORK...CHICAGO...PHILADELPHIA 
Oftices in ‘nearly all principal cities 


THEY PAY FOR THEMSELVES 








Weve Been Asked: 
ABOUT SELLING TO ARMED FORCES 


Businessmen expecting to do business 
with the armed services will want to 
know about the new rules for selling to 
the Army, Navy and Air Force. These 
rules, governing costs that will and will 
not be allowed on contracts, go into 
effect on February 1. They apply to all 
contracts negotiated with the armed 
forces where the Government pays the 
cost plus a fixed fee or shares in the cost 
of production. The new cost-accounting 
principles also will serve as a guide in 
negotiating some fixed-price contracts. 

With military spending rising, though 
not as much as expected, the new rules 
on costs become increasingly important. 
Contracts for goods, supplies and con- 
struction, involving up to $6,000,000,000, 
may be affected in the year ahead by 
these changes in policies for the three 
services, It thus is important for busi- 
nessinen to study the new regulations and 
to know just what they can and cannot 
charge off as items of cost under future 
contracts with the armed forces, 


What, for example, cannot be classed 
as a cost in a future contract? 
One important item not to be allowed as 
a contract cost is interest on money bor- 
rowed for working capital. This is a carry- 
over of earlier restrictions. Against the 
protests of many businessmen, the Muni- 
tions Board decided that interest pay- 
ments should not be allowed. The rules 
also specify that contractors may not be 
reimbursed for commissions or bonuses 
paid in obtaining federal contracts, for 
contingency reserves, dividend payments 
or bad debts. The regulations list other 
expenditures that cannot be classed as 

items of cost under future contracts. 


What can be classed as costs? 

One important change allows contractors 
to figure their State income taxes as costs, 
to the extent that they can be properly 
allocated to military contracts. No federal 
taxes on income or excess profits, how- 
ever, can be treated as contract costs. 


What about advertising? 

Changes also are made in the rules on 
advertising. The cost of advertising in 
trade and technical journals usually is 
to be allowed, but not advertisements in 
other publications, Contractors can be 
reimbursed for help-wanted ads and for 
advertisements for sale of facilities and 
of scrap and other waste materials. 


—. 


_. 


When is insurance to be an item of 
cost? 

Contractors can recover the cost of use 

and occupancy insurance, That means 

premiums on policies covering fixed 


changes, in case of fire or other disaster, 
such as interest, taxes, certain salaries. 
etc, Also allowed are premium payments 
on fire and disaster insurance, as well] 
as payments into company-operated in- 
surance funds against fire or other dis- 
asters. But no reimbursement is permitted 
for insurance on the lives of directors. 
officers or other persons, where a con- 
tractor is the beneficiary, directly or in- 
directly, 


Can any contributions be classed as 
costs? 

Yes. A contractor can treat as a contract 

cost certain local charity and community- 

benefit donations. These are considered 

ordinary and necessary business  ex- 

penditures. 


Are depreciation allowances recog- 
nized? 
Yes. Allowances are authorized for de- 
preciation, on the basis of original cost 
of the property. But depreciation and 
maintenance are not allowed on ma- 
chinery and other equipment not in use, 
except for reasonable stand-by facilities. 


How are wages and salaries treated? 
Wages and salaries chargeable to ful- 
fillment of a contract are allowable costs. 
Reimbursement also is permitted for 
administrative expenses. But total com- 
pensation of a company officer or execu- 
tive may be questioned, and not ap- 
proved in full, if it: seems too high to 
the contracting officer. 

Are ‘“‘fringe”’ allowed as 

costs? 

In many cases, they are. Contract costs 
can include vacation, holiday and sever- 
ance pay, sick leave and similar pay- 
ments. Contractors also can treat as con- 
tract costs payments into employes’ pen- 
sion, group-health and insurance plans 
when these plans are fully developed and 
operating before contracts are awarded. 


wages 


These are the general principles that will 
apply to cost-type contracts with the 
armed services, beginning February 1. 
Other provisions on cost allowances and 
disallowances can be found in the regu- 
lations of the Munitions Board of the 
National Military Establishment (Wash- 
ington 25, D. C.). The new rules are cov- 
ered by “Section XV, Contract Cost 
Principles” of the Armed Services Pro- 
curement Regulations. They are part of 
the general plan to establish uniform 
policies for the three services on pur- 
chases of supplies and services. Parts of 
the over-all plan were put into operation 
in 1948. 
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World Commerce-lndustry 





BELGRADE....LONDON....OTTAWA....BUENOS AIRES.... 











>> Customers in the world market place are beginning to do a lot more shopping 
around. Buyers are looking for new Suppliers. Sellers are looking for new buy- 
ers. Trade is being diverted into new channels. 
Political maneuvering is behind some of the new developments in trade. 
Dollar shortages--the need to conserve dollars and "hard" currencies--are 
forcing transatlantic trade especially into new patterns for the postwar era. 
Price levels are regaining importance as Supplies reach closer to normal. 
Competition and alternate sources of supply make shopping more selective. 
Extraordinary jockeying for position in the trade world reflects these 











forces at work. New partners are pairing off in bilateral deals. Old partners 
are being left in the lurch. It's a time of change, of experimentation. 


>> In Eastern Europe, Russian trade ties with satellites are to be tested. 

Yugoslavia wants to kick over the Russian traces, do more business with the 
West. Marshal Tito sees that as the only way to industrialize. 

Role assigned to Yugoslavia in the Russian sphere doesn't please Tito. Yugo- 
Slavia has been tolerated only as a supplier of food and minerals to Eastern 
Europe. And Russia has been paying poorly for what she has bought. Russia has 
ignored YugoSlavia's big plans for industrialization, her pleas for machinery. 

Time has come for a new deal. Tito is turning westward to get it. 

Pact with the British, just signed, is the keystone of the trade structure 
the Yugoslavs hope to build with the West. The British agreement calls for ex- 
change of $60,000,000 worth of goods each way by Sept. 50, 1949. The British 
will send oil, machinery, tires, chemicals, textiles. The Yugoslavs will send 
timber, other wood products, meat, poultry, apples, tobacco. 

Deals with other Western countries will be broached by the Yugoslavs. 

Copper, lead, zinc, chrome, antimony give the Yugoslavs a good bargaining 
position in a world short of these strategic items. 

Question is whether Russia now will treat Yugoslavia better or worse. 

If Yugoslavia gets away with this kind of breakaway, other satellites might try 
it. But party discipline seems better elsewhere behind the Iron Curtain. 














>> Russia doesn't treat all her satellites the same way..... 

Czechoslovakia and Poland have a different role to play in the Russian 
scheme of things. They are the manufacturing subsidiaries of Russia. 

The pick of Czech and Polish finished goods is expected to be sent along to 
Russia. This is a new trade orientation, especially for Czechoslovakia. 

As loopholes to the West, Czechoslovakia and Poland get special treatment. 











(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


To keep up their trade with the West, Russia is even willing to advance them gold. 
Idea apparently is to keep the West dependent to a certain degree on East- 
ern European products, such as Polish food and coal and Czech freight cars. 
But trade of these two countries with the West is carefully controlled. 
Their major trade partner now is Russia. No doubt of that. 


>> Dollar shortage of Western Europe also plays into the hands of the Russians. 

Marshall Plan countries are aiming at cutting down their spending in the 
Western Hemisphere. Barter trade with Eastern Europe is one way of doing it. 

Scandinavian countries particularly have been wooed by Russia. 

Italy is pushing trade with Russia. Three-year agreement just signed calls 
for exchange of Italian electrical machinery, ships, locomotives, textiles for 
Russian wheat, oil, fertilizer, timber. 

Britain also is looking eastward. Besides the Yugoslav deal, the British 
Government is negotiating a five-year pact with Poland. Britain will get bacon, 
eggs, other foods, in return for wool, tin, rubber, copper, cotton. This is a 
big deal. Trade each way is expected to total $1,200,000,000. 

British Government right now is trying to persuade Russia to sell it 
1,500,000 tons of corn, barley, and oats during 1949. This would be twice as 
much as Russia sold Britain during 1948 at stiff prices. 

What Britain is doing is trying to cut down on food purchases in "hard" 
currency countries such as Canada and Argentina. This seems to be the only way 
Britain can square her accounts by the time the Marshall Plan comes to an end. 











>> But this British move may cause tough sledding across the Atlantic. 
Canada is worried about cutbacks in food purchases by the British. 
During the war and after, Canada pushed production of things Britain needed. 
Then Britain cut down her buying of Canadian salmon, poultry, apples, beef, 
timber and newsprint. Now Britain is to take less bacon and eggs. Cheese pur- 
chases will be far below the wartime peak. Canadian wheat will be bought this 
coming season, but Britain apparently isn't willing to pay world prices. 
Canadian producers are beginning to wonder where they can sell their big 
surpluses as Britain turns to Europe, Australia, New Zealand for these products. 
Need for foods such as Canada produces still is great around the world. 
But most buyers shy away from Canada as a "hard" currency country. 
As a result, Canada may have to invade the U.S. market in a big way. This 
will be hard to do, since the U.S. also is heading into food surpluses. 














>> Britain's search for groceries at new counters also affects Argentina..... 

Argentine beef still is needed by Britain. But Britain is shying away from 
buying much in the way of grain, hides, wool and linseed oil. 

High-price policy of the Argentine Government in recent years has made the 
British and many other customers resentful. With supplies of most of these 
things now more plentiful, Argentina is left holding large surpluses. 

Lower prices seem to be the answer. But Argentina is stubborn. Besides, 
drought conditions and inflation are adding to Argentina's burden. 











>> All in all, the forging of new trade patterns is to cause a lot of grief. 
The new trade scramble means that there is more to sell around the world. Money 
troubles, however, still make price tags and sources important. 
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LONDON 

RESH WORRIES for Britain are cropping 
Fi. in official figures that put the total 
population at more than 50,000,000. 

The latest estimate is 50,033,000 as 
of mid-1948. This is a new high mark, 
up about 3,000,000 in 10 years. 

The problem for Britain is a mixed 
me: First, there are too many people. 
Second, the number of old people and 
; dependent people is increasing at a 
| time when the people best able to sup- 
port them are growing fewer. 
| Britain’s largest generation is of those 
| born between 1903 and 1913, the period 
ofmaximum births in the present.century. 
Looking ahead to 1960 and 1970, this 
indicates more and more of the popula- 
tion will become dependent on the 
| eforts of others. Trouble then will really 
be serious. It means fewer producers and 
an increasing proportion of consumers. 
It adds up to more expensive social 
security, to a greater strain on the English 
standard of living. 

Now in Britain the average birth rate 
among well-to-do families is only one and 
ahalf children, In the lower middle class 
the family birth rate is barely two. 
Among the families of manual workers 
the rate is between three and four. 

Over all, the average numbér of 
children in a British family is just above 
two, Sixty years ago it was more than 
five. 


of marriages. Actually, nine out of 10, or 
more people than ever before, get 
married. Out of every 100 married 
women, at least 12 are childless. 

The reduction in the size of families 
is traced by analysis to many economic 
fears. The cost of food and shelter is 
me factor. Another is the soaring ex- 
pense of sending a child to boarding 
whool, Although free schooling has im- 
proved steadily, there is in Britain a deep- 
vated ambition to afford an exclusive 
school with a famous name. 

Despite much ballyhoo, emigration 
from Britain is not enough to change the 
total population much. Lack of trans- 
portation tends to limit the outgoing 
volume and to restrain enthusiasm among 
those who would like to leave. Unless 
there is an unexpected change, emigra- 
tion is unlikely to shrink the popula- 
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tion by much more than 2 per cent 
by 1960. 

It’s just beyond the present, in about 
15 years from now, when the largest 
generation becomes less active, that dif- 
ficulties for crowded Britain are fore- 
seen, C. H. K. 


Wartime drama 
of quinine ends 


SAN JOSE, COSTA RICA 
He IN THIS Central American re- 
public the United States Govern- 
ment has rung down the curtain on a 
little-known drama of World War II. 
The drama opened when American 
and Philippine forces were making their 
stand against the Japanese invaders, on 
Bataan. Gen. Douglas MacArthur knew 
his forces couldn’t hold out much longer. 
He realized that the United States would 
have to fight a long war in the malaria- 
infested Pacific. And he knew that 
quinine from the cinchona trees of the 
Pacific islands, chief source of the world’s 





supply, would not be available for the 
treatment of American troops. 


As the fall of Bataan drew nearer, 
MacArthur summoned Col. Arthur 
Fischer, a reserve officer who had been 


in forestry work in the Philippines for 
many years. From General MacArthur, 
Colonel Fischer received orders to gather 
as many cinchona seeds as possible from 
the experimental plantation he had 
established years earlier. 

Colonel Fischer managed to get to the 
plantation and to sort out seeds of his 
best strains of cinchona. Then a Japanese 
airplane spotted him. He dumped the 
seeds into a bag and headed for Bataan. 

A few days later, when General Mac- 
Arthur left the Philippines for Australia 
by submarine, Colonel Fischer and about 
five pounds of the cinchona seeds were 
with him. 

Soon afterward, Colonel Fischer and 
his precious cinchona seeds were flown 
to Washington. Most of the seeds were 
put into carefully controlled storage 
while Colonel Fischer and a soils expert 
set out to find a suitable plantation site. 

Here in Costa Rica, about 20 miles 
north of San José, they found what ap- 
peared to be an ideal location. A deal 
was made with the Costa Rican Govern-- 
ment to acquire 4,320 acres. 

Development of the plantation was 
pushed as fast as possible, for the Ameri- 
can troops in the Pacific were fearfully 
short of quinine. But work went slowly. 
It took a lot of time to clear away the 
jungle and build an access road. 

Finally, about 400 acres was cleared 
and the buildings to house workers and 
equipment were ready. The project was 
given the name “Isla Bonita Plantation.” 

Progress was fairly encouraging at 
first. Then a disease attacked the roots 
of the trees. It came from an unsuspected 
infection in the soil. 

Work continued. A good many trees 
survived the root infection. Bark from 
some of them proved to be high in 
quinine content. But large-scale produc- 
tion from Isla Bonita was out of the 
question. And then the war ended. 

Now Isla Bonita has passed out of the 
hands of the U.S. Government. The 
plantation and its equipment have been 
turned over to the Costa Rican Govern- 
ment, 

Stock from Isla Bonita will be used for 
experiments and Colonel Fischer's 
efforts may have some lasting results, 
after all. But the wartime plans for big 
production of cinchona at Isla Bonita 
are dead. Cc. mh «. 
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Taft Drive for Social Insurance ... Gains by Navy 
In Merger...Mr. Vinson’s Moscow Trip On Again? 


Fred Vinson, Chief Justice of the 
United States, still may make the trip 
to Moscow that President Harry S. 
Truman wanted him to make last 
October. The President has an idea 
that personal negotiation with Premier 
Joseph Stalin can clear up the Berlin 
issues and a number of other issues 
involving the United States and 
Russia. 


xk 


So long as George Marshall is Secre- 
tary of State, U.S. policy is to be 
based upon the conclusion that there 
must be no important deals on indi- 
vidual issues with Russia until the 
ground is laid for negotiation of an 
over-all peace settlement affecting 
Germany. The idea is that Russia will 
have an advantage unless the West 
of Europe is strong enough to stand 
up to her at the time bargaining 
really starts. 


Krk. & 


Secretary Marshall is known to be 
convinced that health considerations 
will force his retirement at some time 
in 1949. The White House wants the 
Secretary to hold that top office, de- 
voting himself to policy decisions 
while subordinates run the Depart- 
ment. 


x * * 


Averell Harriman, roving ambassador 
for Marshall Plan aid in Europe and 
a New York banker in private life, 
seems definitely to have the inside 
track as successor to Mr. Marshall in 
the office of Secretary of State, when 
and if the present Secretary retires. 
Mr. Harriman, as wartime Ambassa- 
dor to Russia, got to know Premier 
Stalin well. 


x * * 


At a time in the recent political cam- 
paign when Mr. Truman’s re-election 
seemed improbable and when his 
personal fortunes were low, Mr. 
Harriman is reported to have given 
assurance that the President would 
find a suitable position waiting for 
him if returned to private life by 
the voters. 
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Lewis Douglas, U.S. Ambassador to 
Great Britain, has no more than about 
a 50-50 chance of retaining that post 
through the year. The Wkite House 
has sounded out one or two individ- 
uals who must be rewarded for cam- 
paign help on taking the London am- 
bassadorship. 


x *&* * 


President Truman is having trouble 
satisfying a few individuals who 
worked hard for him during the 1948 
presidential campaign and now would 
like to get jobs of Cabinet rank. The 
President’s problem is being solved, at 
least temporarily, by keeping the 
Cabinet intact, but that may not 
always work. 


xk * 


John L. Sullivan, Secretary of the 
Navy, really has come out on top in 
the proposals for revamping the al- 
ready-revamped defense structure of 
the country. Recommended plans 
leave the Navy with the principal 
things it wants, including continued 
control over the Marines and an air 
force of its own. 


x «re 


Army Engineers are reported to be 
inspiring Congressmen to make 
speeches against the proposal for a 
new Department of Public Works, 
which would put the Engineers’ civil- 
works projects under a civilian agency. 
Hints are made that the shift would 
upset Army plans for dams, power 
projects and canals. 


x wk 


Senator Robert Taft, of Ohio, is pre- 
pared to take the lead in 1949 in spon- 
soring a broader program of social in- 
surance for U.S. and the start of a 
program of subsidies for low-cost 
housing. The Ohio Senator remains 
convinced that Republicans can re- 
gain control of Congress in 1950 if 
they follow a liberal course on issues 
of social policy. 


x * * 


Senator Joseph O’Mahoney no longer 
is optimistic over his chance to sell 


Congress on an excess-profits tax. 
More and more members of Congress 
are tending to run away from the ex- 
cess-profits tax idea. 


x * * 


John Snyder, Secretary of the Treas- 
ury, is making progress in his argu- 
ment that President Truman should 
go slowly with active support of pro- 
grams that tend to alarm business- 
men. The President is not as con- 
vinced as he was that inflation is to 
be the big problem all through 1949. 


x * * 


U.S. and British policy makers differ 
on how far to go in dealing with the 
Communists who are taking over 
much of China. The British are more 
inclined to advocate a policy of doing 
business as usual than are American 
officials. 


= © 


U.S..and Great Britain are differing 
somewhat on who should be starting 
members of any Atlantic defense alli- 
ance. The British want to limit mem- 
bership to seven, including U. S., Can- 
ada, Britain, France, Belgium, the 
Netherlands and Luxembourg. U.S. 
would like to bring in Italy, some 
Scandinavian countries or Portugal 
and Spain. 


x * * 


Attempts by Robert Lovett, Under 
Secretary of State, to push ahead with 
a North Atlantic alliance are not 
helped by news. that France now has 
an atomic pile in operation, under 
supervision of Communist scientists. 
U.S. military and congressional lead- 
ers may be reluctant to sign a defense 
pact as long as atomic information 
can flow from Paris to Moscow. 


x *k * 


Gen. Lucius D. Clay, U.S. Military 
Governor of Germany, is under pres- 
sure from German industrialists to get 
dollars to finance rebuilding and ex- 
pansion of the Ruhr. German coal and 
steel interests want $1,600,000,000 in 
capital, and expect more than half to 
come from the U.S. 
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PLEASURE ... AS PLANNED 
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Kentucky Tavern is the straight line from 
our planning to your pleasure. As the only 
Bottled-in-Bond always distilled in the same 
plant by the same family, it is unmatched in 
uniformity and memorable in mellowness. 


Glenmore Distilleries Company, Louisville, Kentucky 


© 1948 G. D. co. 


NO OTHER BOND CAN MATCH THAT KENTUCKY TAVERN TASTE 





Make the Camel 30-Day Test — P LOVE 


CAMEL MILDNESS 


IN YOUR “T-ZONE/ 





According to a Nationwide survey: 


MORE DOCTORS SMOKE CAMELS 
THAN ANY OTHER CIGARETTE 


Doctors smoke for pleasure, too! And when three leading in- 
dependent research organizations asked 113,597 doctors what 
cigarette they smoked, the brand named most was Camel! 


ES, make the Camel 30-day mildness 
test. Smoke Camels for 30 days... it’s 
revealing —and it’s fun to learn for yourself. 
Let YOUR OWN THROAT tell you the 
wonderful story of Camel’s cool, cool mild- 
ness. Let YOUR OWN TASTE tell you 
about the rich, full flavor of Camel’s choice 
tobaccos — so carefully aged and expertly 
blended. 

In a recent national test, hundreds of 
men and women smoked Camels, and only 
Camels, for thirty consecutive days—an av- 
erage of 1 to 2 packs a day. Noted throat 
specialists examined the throats of these 
smokers every week (a total of 2470 exami- 
nations) and reported 


NO THROAT IRRITATION 
due to smoking CAMELS! 
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Money-Back 


Guarantee! 


Try Camels and test them as you 
smoke them. If, at any time, you are 
not convinced that Camels are the 
mildest cigarette you have ever 
smoked, return the package with the 
unused Camels and we will refund 
its full purchase price, plus postage. 


(Signed) R. J. Reynolds Tobacco Co. 
Winston-Salem, N. C. 




















